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SECURITIES ACT OF 1933 
Release No. 5514/July 19, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10921/July 19, 1974 


ACCOUNTING SERIES 
Release No. 158/July 19, 1974 


Admin. Proc. File No. 3-4517 
In the Matter of 


ADOLPH F. SPEAR 

3021 N. E. 42nd Street 

Fort Lauderdale, Florida 

ORDER ACCEPTING SWORN UNDERTAKING NOT TO 
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ENGAGE IN PRACTICE BEFORE THE COMMISSION 


On March 18, 1974, in an action brought by the Commis- 
sion, 1/ the United States District Court for the Southern 
District of New York entered an order permanently enjoin- 
ing Adolph F. Spear, a Certified Public Accountant, from 
violating or aiding and abetting violations of Section 17(a) 
of the Securities Act of 1933, and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 promul- 
gated thereunder. The order, which was issued with Mr. 
Spear’s consent and without his admitting or denying the 
allegations of the Commission’s complaint, enjoins him 
from, among other things, engaging in any act, practice or 
course of business which operates or would operate as a 
fraud or deceit upon any person in connection with, but 
not limited to, the preparation and dissemination of false 
certified financial statements of World Acceptance Corpor- 
ation or any other issuer, the value and existence of prop- 
erties owned by World Acceptance Corporation or any 
other issuer and the business operations of World Accept- 
ance Corporation or any other issuer. 


At the same time that he consented to the order of perma- 
nent injunction, Mr. Spear executed a sworn statement 
stating that he has no intention of resuming practice as a 
Certified Public Accountant and, in any event, that he will 
not perform any services as a Certified Public Accountant 
in connection with any administrative matter within the 
Commission’s jurisdiction. 2/ 


After due consideration, and upon the recommendation of 
its staff, the Commission has determined to accept Mr. 
Spear’s sworn undertaking not to practice before the Com- 
mission. 


Accordingly, 1T IS ORDERED that the sworn undertaking 
of Adolph F. Spear not to practice before the Commission 
be, and hereby is, accepted; and it is further 


ORDERED that the privilege of appearing or practicing 
before the Commission be, and it hereby is, permanently 
denied him. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Securities and Exchange Commission v. World Accept- 


ance Corporation, et al., Civil Action No. 74-794 (S.D.N.Y.). 


2/ In the Commission’s view, the language of Mr. Spear’s 
undertaking would, at a minimum, encompass practice be- 
fore the Commission as defined in Rule 2(g) of the Com- 
mission’s Rules of Practice. 
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SECURITIES EXCHANGE ACT OF 1834 
Release No. 10913/July 12, 1974 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of 
over-the-counter trading in the securities of Western General 
Corp. of Ogden, Utah for the ten-day period commencing 
at 1:00 p.m. (EDT) on July 12, 1974 and terminating at 
midnight (EDT) on July 21, 1974. 


The suspension was ordered because of the unavailability of 
adequate and accurate information about the company and 
its financial condition and operations concerning its natural 
gas explorations in New York State. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and 
Exchange Commission, Division of Enforcement in Wash- 
ington, D.C. If any broker or dealer is uncertain as to what 
is required by Rule 15c2-11, he should refrain from enter- 
ing quotations relating to the securities in question until 
such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10914/July 12, 1974 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of 
trading in the securities of UNAC International, Inc., on 
the over-the-counter markets for a 10-day period commen- 
cing at 3:30 p.m. (EDT) July 12, 1974 through midnight 
(EDT) on July 21, 1974. 


The Commission initiated the trading suspension at the 
request of UNAC and because of information received 
from the Company indicating that the Indiana Department 
of Insurance has advised the company that its reserves for 
claims may be inadequate. The Company advised that 

if the Indiana Department of Insurance is correct in its 
preliminary examination it would have a significant adverse 
impact on the company. 
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The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no quota- 


tion may be entered unless and until they have strictly com- 


plied with all of the provisions of said rule. If any broker 

or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Division of En- 
forcement in Washington, D.C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he 

should refrain from entering quotations relating to the 
securities in question until such time as he has familiarized 
himself with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10915/July 17, 1974 


Admin. Proc. File No. 3-4383 
In the Matter of 


THE OPTION MART, INC. 

(Formerly VOGEL-LORBER OF GEORGIA, INC.) 
2970 Peachtree Street 

Atlanta, Georgia 

(817266) 


NORMAN DAVID LEVINE 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings under the Securities Exchange Act, 
The Option Mart, Inc., a registered broker-dealer formerly 
known as Vogel-Lorber of Georgia, Inc. (‘‘registrant’’), and 
Norman David Levine, its president and principal stock- 
holder have made an offer of settlement. Solely for the 
purpose of this and any other proceeding under specified 
provisions of the Securities, Securities Exchange, Invest- 
ment Advisers, and Securities Investor Protection Acts, 
and without admitting or denying the allegations in the 
order for proceedings, respondents consent to findings of 
willful violation as alleged in that order and to the imposi- 
tion of specified sanctions. Upon the recommendation of 
its staff, the Commission determined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that, during stated periods between 
March and October 1973, registrant, willfully aided and 
abetted by Levine, willfully violated: 


1. Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder in that registrant effected transactions when 
its aggregate indebtedness exceeded 2,000 percent of its 
net capital and when its net capital was less than $5,000: 


2. Section 17(a) of the Exchange Act and Rules 17a-3 and 
17a-5 thereunder in that registrant 


(a) Failed to make accurately and keep current certain of 
its books and records; and 


(b) Filed a financial report which was both inaccurate and 
untimely under Rule 17a-5; 


3. Section 17(a) of the Exchange Act and Rule 17a-11 
thereunder in that registrant failed to give the Commission 
telegraphic notice of its net capital and recordkeeping 
deficiencies and failed to comply with Rule 17a-11(b)’s 
reporting requirements; 


4. Section 15(b)(1) of the Exchange Act and Rule 15b3-1 
thereunder in that registrant failed to file promptly with 
the Commission an amendment on Schedules A and D of 
Form BD reflecting Levine's status and change of address; 
and 


5. Section 15(b)(9) of the Exchange Act and Rule 15b9-2 
thereunder in that registrant failed to file Form SECO-4 
as required, and to pay the fees prescribed by the afore- 
mentioned form. 


The offer of settlement provides that the firm’s broker- 
dealer registration may be revoked. It provides further 
that Levine may be suspended from association with any 
broker or dealer for three months after which he may be 
barred from such association in a supervisory capacity. 
The imposition of these sanctions is fouind to be in the 
public interest. 


Accordingly, 1T 1S ORDERED. that the broker-dealer 
registration of The Option Mart, Inc. be, and it hereby is, 
revoked; and it is further 


ORDERED that effective as of the opening of business on 
July 29, 1974, Norman David Levine be, and he hereby is, 
suspended for three months from association with any 
broker or dealer; and it is further 


ORDERED that efter the expiration of the aforesaid 
suspension Norman David Levine be, and he hereby is, 
barred from such association in a supervisory capacity. 


For the Commission, by the Office of Opinions and Review, 


pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10916/July 15, 1974 


The Securities and Exchange Commission announced that 
the temporary suspension of the over-the-counter trading 
in the securities of Commonwealth National Realty Trust 
(“Commonwealth Trust’) of Rockville, Maryland, will 
terminate at midnight (EDT) on July 14, 1974. 


The Commission suspended trading in the securities of 
Commonwealth Trust for the ten-day period June 25, 1974 
through midnight July 4, 1974 at the request of Common- 
wealth Trust because of rumors which were circulating in 
the market place that Commonwealth Corporation, a spon- 
sor of Commonwealth Trust, located in Tallahassee, Flori- 
da, was experiencing cash flow problems and had with- 
drawn its bank accounts and to permit Commonwealth 
Trust time to investigate and assess the effect of the finan- 
cial difficulties of the Commonwealth Corporation on the 
financial condition of the trust. The Commission initiated 
a further suspension of trading on July 5, 1974 at the 
request of Commonwealth Trust to permit additional time 
to assess the effect upon its financial position of the Com- 
monwealth Corporation's petition for reorganization under 
Chapter X and to permit the trust to make a more defini- 
tive public statement regarding its position and thereby 
clarify any misconceptions that may have resulted from 
confusing the identities of the Commonwealth Corpora- 
tion and Commonwealth Trust. 


On July 11, 1974, Commonwealth Trust issued a press re- 
lease in which it described the financial effects of the bank- 
ruptcy on the trust. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and Ex- 
change Commission, Division of Enforcement in Washing- 
ton, D.C. If any broker or dealer is uncertain as to what 

is required by Rule 15c2-11, he should refrain from enter- 
ing quotations relating to the securities in question until 
such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10917/July 17, 1974 
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The Commission announced the entry of an order for 
public administrative proceedings against A. J. Carno Co., 
Inc. (“Carno”’) and Mayflower Securities Co., Inc. (““May- 
flower”), both broker-dealers in New York City, Anthony 
Nadino (“Nadino”’), of Jersey City, New Jersey, Joseph 
Cirello of Wallington, New Jersey, and Thomas F. Brennan, 
it], of New Providence, New Jersey, all securities traders, 
for violating and aiding and abetting the registration and 
anti-fraud provisions of the Securities Act of 1933 and 
the anti-fraud provisions of the Securities Exchange Act of 
1934 (Exchange Act’’) in connection with the offer and 
sale of common shares of Management Dynamics, Inc. 
(“MD”). 


In addition, the order also alleged that Carno, aided and 
abetted by Nadino, violated Section 15(c)(2) of the Ex- 
change Act and Rule 15c2-11 thereunder by submitting 
bid and offer quotations for MD common shares. Carno, 
Nadino and Mayflower were additionally charged with 
failing to supervise other persons under their supervision 
with a view to preventing the alleged violations. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respondents 
an opportunity to offer any defense thereto for the pur- 
pose of determining whether the allegations are true and, 

if so, what, if any, action of a remedial nature should be 
ordered by the Commission. 


For further information see Litigation Release Nos. 5933, 
6242 and 6343, and Securities Exchange Act Release 
Nos. 9904, 10047 and 10684. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10918/July 17, 1974 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of 
the over-the-counter trading in the securities of Goldfield 
Deep Mines Company of Nevada (“Goldfield’’) a Nevada 
corporation located in Goldfield, Nevada, for the ten-day 
period commencing at 11:45 a.m. (EDT) on July 17, 1974 
and terminating at midnight (EDT) on July 26, 1974. 


Goldfield has recently disseminated an information state- 
ment which contains a balance sheet for April 10, 1974. 


The Commission initiated the suspension because questions 
have been raised concerning the accuracy and adequacy of 
the material in the information statement particularly with 
respect to the value of the company’s assets. 


Goldfield has indicated that it has not conducted mining 
operations since at least 1959 and has been dormant since 
that time. A profit and loss statement for 1973 reveals that 
Goldfield’s income totaled $614.25 with a net operating 
loss of $11.17. Goldfield’s only income results from stock 
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transfer fees. The company is its own transfer agent. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that, in any trading of Goldfield 
after the trading ban is terminated, they should consider 
carefully the foregoing information subsequently issued 
by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered, trades consummated or 
orders solicited unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or 
dealer has any question as to whether or not he has com- 
plied with said rule, he should not enter any quotation or 
engage in any transaction but should immediately contact 
the staff of the Securities and Exchange Commission, 
Division of Enforcement in Washington, D.C. If any broker 
or dealer is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations or engaging in 
other activity relating to the securities in question until 
such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation or engages in any 
transaction which is in violation of said rule, the Commis- 
sion will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10919/July 18, 1974 


Admin. Proc. File No. 3-4284 
In the Matter of 

JOE H. WEST 

1 Rivercrest 


Houston, Texas 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these proceedings under the Securities Exchange Act, an 
offer of settlement has been submitted by Joe H. West, 
who was associated with Cooperative Church Finance, Inc., 


formerly a registered broker-dealer. 1/ Solely for the purpose 


of settlement of these proceedings and without admitting 
or denying any alleged violations, respondent consents to 
the findings and the remedial sanctions set forth below. He 
also agrees to the entry of a permanent injunction by con- 
sent in an action brought by the Commission in the United 
States District Court for the Southern District of Texas, 
Houston Division. 2/ 


The order for proceedings alleged, among other things, that 
during the period from about August 1971 to about March 
1972, respondent made false and misleading statements in 
connection with the offer and sale of bonds issued by 
Greenwood Village Baptist Church concerning the issuer’s 
financial condition, the issuer's financial ability to pay the 


















principal and interest on the bonds, and the value of its 
properties. On the basis of the offer of settlement, it is 
found that respondent willfully aided and abetted violations 
of the antifraud provisions of Section 17(a) of the Securi- 
ties Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, IT IS ORDERED that Joe H. West be, and he 
hereby is, barred from being associated with any broker- 
dealer, provided that after three years from the date of 
this order he may apply for permission to become so asso- 
ciated in a non-supervisory capacity. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ On February 8, 1974, Cooperative’s broker-dealer 
registration was revoked pursuant to its consent. Securities 
Exchange Act Release No. 10635, 3 SEC Docket 511-12. 


2/ S.E.C. v. Cooperative Church Finance, Inc., et al., 
Civil Action No. 72-H-960. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10920/July 18, 1974 


Admin. Proc. File No. 3-4464 
In the Matter of 


D. G. KALMANSON, INC. 
1150 S.W. First Street 
Miami, Florida 

(8-16374) 


DAVID G. KALMANSON 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings under the Securities Exchange Act, 
D. G. Kalmanson, Inc. (“registrant’’), a registered broker- 
dealer, and David G. Kalmanson, its president, have sub- 
mitted an offer of settlement which the Commission 
determined to accept. Solely for the purpose of these pro- 
ceedings, and without admitting or denying the allegations 
in the order for proceedings, respondents consent to the 
findings and sanctions below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 






SEC DOCKET/595 











1. During the period from about December 1971 to Feb- 
ruary 1972, registrant, willfully aided and abetted by Kal- 
manson, willfully violated Section 15(c)(1) of the Exchange 
Act and Rules 15c1-4 and 15c1-6 thereunder by effecting 
transactions in the common stock of Campco Corporation 
(“Campco”) without giving or sending customers timely 
written confirmations disclosing the capacity in which it 
acted, and without giving or sending customers timely 
written notifications that it was financially interested in a 
primary distribution of Campco securities; and 


2. During the period from about December 1971 to April 
1974, registrant, willfully aided and abetted by Kalmanson, 
willfully violated Section 17(a) of the Exchange Act and 
Rule 17a-3 thereunder by failing to make accurately and 
keep current certain books and records. 1/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that D. G. Kalmanson, Inc. 
be, and it hereby is, censured, and that David G. Kalman- 

son be, and he hereby is, suspended from association with 
any broker-dealer, investment adviser or investment company 
for a period of three business days commencing as of the 
opening of business on July 29, 1974. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other 
respondent in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10921/July 19, 1974 


See Securities Act Release No. 5514/July 19, 1974. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18495/July 15, 1974 


In the Matter of 
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OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 

New Castle, Pennsylvania 16103 
(70-5517) 


NOTICE OF PROPOSED AGREEMENT WITH COUNTY 
AUTHORITY FOR CONSTRUCTION OF POLLUTION 
CONTROL EQUIPMENT FINANCED BY SALE OF 
REVENUE BONDS; REQUEST FOR EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison’), a registered holding company, and its 
electric utility subsidiary, Pennsylvania Power Company 
(“Pennsylvania’’), have filed an application-declaration 
and amendments thereto with this Commission designating 
Sections 6(a), 7, and 12(d) of the Public Utility Holding 
Company Act of 1935 (“Act’’), and Rules 44(b)(3) and 
Rules 50(a)(5) promulgated thereunder as applicable to 
the proposed transactions. All interested persons are re- 
ferred to the application-declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


Ohio Edison, Pennsylvania Power Company (‘’Pennsylvan- 
ia”), The Cleveland Electric Illuminating Company, Du- 
quesne Light Company and The Toledo Edison Company 
(collectively referred to as the ‘““CAPCO companies”) are 
joining in the construction of two nuclear-fueled generating 
units, Beaver Valley Power Station Units Nos. 1 and 2, to 
be located at a new plant on the Ohio River near Shipping- 
port, Pennsylvania, which will be owned by them as tenants 
in common, except that The Cleveland Electric Illuminating 
Company and The Toledo Edison Company will not share 
in the ownership of Unit No. 1. Under present allocations, 
Ohio Edison will own 35% of Unit No. 1 and 35.6% of Unit 
No. 2 and Pennsylvania will own 17.5% of Unit No. 1 and 
6.28% of Unit No. 2. 


The CAPCO companies presently propose to provide the 
Beaver Valley Power Station with certain pollution control 
and waste disposal equipment and facilities (““The Project”) 
for its operation. Under the Pennsylvania Industrial and 
Commercial Development Authority Law, the Beaver Coun- 
ty Industrial Development Authority (the “Authority”) is 
authorized to enter into agreements providing for the 
construction and financing by it of industrial development 
projects and the sale thereof to industrial occupants. The 
CAPCO companies have entered into such an agreement 
(the “Agreement’’) with the Authority with respect to the 
construction and financing of the pollution control and 
waste disposal equipment and facilities at the Beaver Valley 
Power Station. Under the Agreement the CAPCO companies 
will transfer to the Authority their respective interests 

in the Project, subject to the liens of their respective first 
mortgage indentures, and will be reimbursed for their cost 
of acquiring and constructing the property so transferred. 
During the course of construction of the various portions 
of the Project, title thereto will be in the Authority. Upon 
the completion of each such portion, title to that portion 
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will vest in the CAPCO companies. 


In order to finance the Project, the Authority will issue and 
sell, separately in respect of each of the CAPCO companies 
and upon the request of that company, the Authority’s Pol- 
lution Control Revenue Bonds (the “‘Bonds”’). The total 
cost of the Project is presently estimated to be $180,000,- 


000, including the costs related to the issuance of the Bonds. 


The Bonds in respect of each Company will be issued under 
a separate trust indenture (the ““Indenture”’) between the 
Authority and a corporate trustee to be approved by that 
company and may be sold in one or more series, at such 
time, in such amounts, at such interest rates and for such 
prices as may be approved by that company and the pro- 
ceeds from the sale thereof will be deposited in and dis- 
bursed from a construction fund for the costs of the Pro- 
ject. 


At the present time the approximate maximum amount of 
Bonds that are expected to be issued and sold in respect 
of Ohio Edison’s and Pennsylvania’s respective portions 
of the Project are $65,000,000 and $21,000,000, respec- 
tively. It is expected that these amounts of Bonds will be 
issued in several series of varying principal amounts. The 
rpoceeds from the sale of the Bonds in respect of each of 
the CAPCO companies will be placed in a separate sup- 
account in a construction fund administered by an inde- 
pendent escrow agent and will be disbursed for that com- 
pany’s share of the costs of the Project, including interest 
on the Bonds, in the manner specified in the Agreement 
and allowed by the Indenture. It is presently contemplated 
that the first series of Bonds in respect of Ohio Edison’s 
and Pennsylvania's respective portions of the Project will 
| ¢ total $11,000,000 and $5,500,000, respectively, and will 
not be redeemable at the option of the Authority for ten 
years, except upon the direction of Ohio Edison or Penn- 
sylvania, as the case may be, upon the happening of certain 
extraordinary events as set forth in the Indenture, in respect 
of the particular company involved which result in that 
company ceasing to own an interest and to participate in 
the operation of the Beaver Valley Power Station. If such 
cessation of interest and participation relates only to Unit 
No. 1 or only to Unit No. 2, such redemption may not be 
for more than a specified portion of the Bonds issued in 
respect of the company involved. The first series of Bonds 
are expected to be marketed pursuant to arrangements 
between the Authority and Goldman, Sachs & Co. The 
CAPCO companies will not be parties to any agreements 
evidencing such arrangements. 


Concurrently, with the issuance and delivery by the Auth- 
ority of each series of Bonds in respect to Ohio Edison’s 

or Pennsylvania’s portion of the Project, that company will 
execute and deliver its pollution control note payable 
directly to the Trustee and that company will thereby 
become entitled to ownership of its portion of the Project 
and, as provided in the Agreement, to the related sub- 
account in the construction fund held by the escrow agent. 
The installments of principal due and payable on such note 
will correspond in date and amount to the stated maturities 
and mandatory sinking fund payments on the series of 
Bonds with respect to which the note was delivered. Inter- 
est on such note will be at the rates and will be payable at 
times corresponding to the rates of interest and times of 

= payment thereof on such Bonds. Since this interest rate 

























































can be expected to be substantially lower than the interest 
rate on comparable taxable long-term bonds, it is expected 
that Ohio Edison and Pennsylvania will realize substantial 
savings in connection with the authority requested herein 
over the interest cost they each would otherwise incur by 
financing their interests in the Project through the issuance 
of taxable bonds. Ohio Edison and Pennsylvania have been 
advised that tax-exempt bonds have historically carried an 
annual interest rate approximately one and one-half percent 
lower than comparable taxable long-term bonds. 


The general form of notes that will be delivered by the 
companies provided that the amounts due thereunder must 
be paid whether or not the Project is completed or performs 
satisfactorily and whether or not the Project is damaged or 
destroyed. Although the Authority will be the issuer of 
each series of Bonds, as required for purposes of exemption 
of the interest thereon from federal income taxation, the 
credit of the Authority will not be pledged to the payment 
on the Bonds. In case of both Ohio Edison and Pennsyl- 
vania, the pollution control note that will be delivered to 
the Trustee will be secured by a second lien on the particu- 
lar company’s interest in the Project. The companies will 
issue their respective pollution control notes from time to 
time during the period of construction of the Project. Such 
construction is expected to be completed by May 1979. 


It is proposed that on the basis of a 30 year final maturity 
date, the Bonds will contain provisions by serial maturities 
and mandatory sinking funds, which, in the aggregate, will 
retire at least twenty-five percent of the original issue 

by their final maturity date. 


The application-declaration states that the fees, commis- 
sions and expenses relating to the issuance of the pollution 
control notes that will be incurred by Ohio Edison and 
Pennsylvania are estimated to be $7,000 and $2,000, re- 
spectively. It is stated that the Public Utilities Commission 
of Ohio has jurisdiction over the proposed issuance of 
pollution control notes by Ohio Edison and that the Penn- 
sylvania Public Utility Commission has jurisdiction over 
the proposed issuance of pollution control notes by Penn- 
sylvania. No other state commission and no federal com- 
mission, other than this Commission, has jurisdiction 

over the proposed transactions. 


Ohio Edison and Pennsylvania further request exception 
from the competitive bidding requirements of Rule 50 
under the Act, pursuant to paragraph (c)(5) thereof, in 
respect of the issuance of the pollution control notes, 
stating that such requirements are inappropriate under 
the circumstances described herein, inasmuch as the pollu- 
tion control notes will be issued for the acquisition of 
property by the issuer and the interest rates thereon are 
to be determined by an issuance of securities which is not 
subject to the provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 6, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by the filing which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
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should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicants-declarants 
at the above-stated addresses and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application-declaration, as amended, or as it may be further 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18496/July 15, 1974 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 

New York, New York 10005 

(70-5464) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 
ING PROPOSED CASH CAPITAL CONTRIBUTIONS 
TO SUBSIDIARY COMPANIES 


NOTICE IS HEREBY GIVEN that General Public Utilities 
Corporation (“GPU”), a registered holding company, has 
filed a post-effective amendment to its declaration previous- 
ly filed in this proceeding pursuant to the Public Utility 
Holding Company Act of 1935 (““Act’’), designating Section 
12 (b) of the Act and Rule 45 promulgated thereunder as 
applicable to the proposed transaction. All interested per- 
sons are referred to the declaration, as now amended, for 

a complete statement of the proposed transaction. 


By order dated April 2, 1974 (Holding Company Act Re- 
lease No. 18358), the Commission authorized GPU to make 
cash capital contributions to its public utility subsidiary 
companies in 1974 in an aggregate amount not to exceed 
$125, 100,000, the respective amounts of such contributions 
to each subsidiary being as follows: 


Jersey Central Power & Light 


Company (Jersey Central’’) $ 35,000,000 
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Metropolitan Edison Company 





(“Met Ed”) $ 60,000,000 
Pennsylvania Electric Company 
(“Penelec’”’) 30,000,000 
Waterford Electric Light Company 
“ * “(“Waterford’”’) 100,000 
$125,100,000 


Through June 28, 1974, GPU had contributed $46,500,000 
of these amounts, $12,000,000 to Jersey Central and 
$34,500,000 to Met Ed. 


It is now proposed that GPU be permitted to vary the 
respective amounts of the balance of such proposed con- 
tributions (but within the same aggregate amount) between 
its subsidiaries with no subsidiary receiving more than 
$100,000,000 of the total. The amount to be given to each 
subsidiary will be affected by their earnings and internal 
cash generation, rates of expenditures for construction, 
indenture and charter restrictions on the sale of funded 
debt and preferred stock and actual ability to sell such 
securities. The aggregate amount of the contributions and 
the use thereof by its public utility subsidiaries (construc- 
tion programs, repayment of long-term debt and sinking 
fund purposes) and all other aspects of the proposed trans- 
action would remain unchanged. 


No fees or expenses are to be incurred in connection with 
the proposed transaction, and no state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 6, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said post-effective amendment to 
the declaration which he desires to controvert; or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the declaration, as amended, by the 
post-effective amendment, may be permitted to become 
effective as provided in Rule 23 of the General Rules 

and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Corporate Regula 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 














































































PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18497/July 15, 1974 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 
(70-5515) 


NOTICE OF PROPOSED ACQUISITION OF UTILITY 
ASSETS IN CITIES OF NORWALK, SALEM, AND 
AKRON, OHIO 


NOTICE IS HEREBY GIVEN that Ohio Edison Company, 
(“Ohio Edison”), a registered holding company and an 
electric utility company, has filed an application with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (““Act’’), designating Sections 9(a)(1) 
and 10 of the Act as applicable to the proposed transdc- 
tions. All interested persons are referred to the application, 
which is summarized below, for a complete statement of 
the proposed transactions. 


Ohio Edison, pursuant to two contracts, both dated Novem- 


ber 2, 1973, proposes to purchase the electric distribution 
facilities presently being used in two mobile home parks 

in Norwalk, Ohio, to distribute and submeter electric 
energy purchased from Ohio Edison. One contract provides 
for payment of $2,104 to Mrs. Mery! Hurst for her distri- 
bution facilities in her mobile home park known as Hurst 
Mobile Home Court. The other contract provides for pay- 
ment of $8,023 to Mr. F. Willard Olcott for his distribution 
facilities in his mobile home park known as Olcott Trailer 
Court on the date of the contract but now known as 

Willow Brook Place. Both contracts provide for continued 
attachment of security lights to the poles to be sold to 

Ohio Edison and for conveyance to Ohio Edison of the 
necessary easements for facilities to serve customers in 

the respective parks. The prices were based on Ohio Edi- 
son’s estimate of the present value to Ohio Edison of the 
property to be purchased. The original cost of the property 
is not known. 


The property in the Hurst mobile home park is presently 
being used to serve 10 customers. The property in the Ol- 
cott mobile home park is presently being used to serve 33 
customers. Upon acquisition of the property, Ohio Edison 
will serve these customers under its rates schedules as 
provided by law. Based on sales of approximately 213,400 
KWH during the period June, 1973 through May, 1974, 
the operating revenue to Ohio Edison was approximately 
$75,283. The operating revenue would have been approxi- 
mately $8,460 more if Ohio Edison had served customers 
directly in the mobile home parks. Costs will be comparable 
to those incurred in and resulting from Ohio Edison's other 
similar operations. 





Ohio Edison also proposes to acquire from the City of 
Salem, Ohio (“Salem”’) its street lighting system. Ohio Edi- 
son, pursuant to the advertisement inviting bids for Salem’s 
lighting system, submitted a bid which was accepted. Ohio 
Edison bid $235,580 plus an amount eaual to the cost of 
net additions after December 24, 1973, the date of the 
inventory on which its offer was predicated. Ohio Edison 
has no knowledge of the original cost of the system and 

is advised that Salem does not maintain such cost records 
of the property. 


The street lighting facilities being acquired from Salem 
will be operated as part of Ohio Edison's integrated elec- 
tric system under rates agreed to in a contract dated 

April 4, 1974 entered into by Ohio Edison and Salem 
pursuant to an ordinance. Ohio Edison is presently serving 
customers at retail in Salem. 


Based on sales of approximately 1,478,640 KWH during 
the period May, 1973 through April, 1974, the operating 
revenue to Ohio Edison for sale of energy for street 
lighting was approximately $27,234. The operating revenue 
would have been $42,097 more for the same period if Ohio 
Edison had already acquired the street lighting facilities 
from Salem. Costs will be comparable to those incurred 

in and resulting from Ohio Edison’s other similar opera- 
tions. 


The City of Akron, Ohio (“Akron”) is constructing under- 
ground ducts for electrical circuits along with sewer and 
water line, street and sidewalk construction and canal re- 
development in Opportunity Park, an urban renewal area 
in Akron. The construction is being done by Akron con- 
tractors strictly in accordance with Ohio Edison’s require- 
ments for ducts, manholes, conduit, etc., that would 
accommodate the installation of electrical circuits and 
facilities of Ohio Edison when construction is completed 
and Ohio Edison has agreed to reimburse Akron for the 
share of the projects cost representing work done on the 
facilitiies Ohio Edison would use in return for Akron’s 
agreement to convey the facilities to Ohio Edison upon 
completion of the work. 


The total estimated cost of the work to be done by Akron 
for the account of Ohio Edison is not expected to exceed 
$2,256,965.27 and that as the work is completed, Akron 
will convey said work free and clear of all encumbrances 
to Ohio Edison in return for payment by Ohio Edison 

of the agreed cost of the work so conveyed. 


The property to be acquired is located in the service area 
of Ohio Edison and is to be and in fact is in part presently 
being used to serve customers of Ohio Edison as part of 
its integrated electric system. 


The property to be acquired will be recorded on the books 
of Ohio Edison on the basis of the original cost thereof 

(to the extent such original cost can be determined from 
records or estimated) and the difference, if any, between 
the purchase price of such property and such original cost 
will be treated in accordance with the accounting regula- 
tions and orders of the regulatory commissions having 
jurisdiction, namely, the Federal Power Commission and 
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the Public Utilities Commission of Ohio. Except to the 
extent of such accounting jurisdiction, no state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


The fees and expenses incurred by Ohio Edison in connec- 
tion with the proposed transactions are estimated at 
$3,800, including legal fees of $1,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 8, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy 
of such request should be served personally or by mail 
(air mail if the person being served is located more than 
500 miles from the point of mailing) upon the applicant 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as filed or as it may be amended, 
may be granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hear- 
ing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18498/July 16, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 


ARKANSAS-MISSOURI POWER COMPANY 
Blytheville, Arkansas 
(70-5342) 


ORDER APPROVING POST-EFFECTIVE AMENDMENT 
REGARDING PROPOSED INCREASE IN BANK BOR- 
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ROWINGS 


Middle South Utilities, Inc. (“Middle South”’), a registered 
holding company, and Arkansas-Missouri Power Company 
(“Ark-Mo”), a public-utility subsidiary company of 
Middle South, have filed with the Commission a second 
post-effective amendment to the application-declaration 
in this proceeding pursuant to Sections 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) re- 
garding the following proposed transactions. 





By orders dated June 20, 1973, and December 28, 1973 PL 
(HCAR Nos. 18008 and 18234), the Commission auth- Re 
orized, among other things, Ark-Mo to issue and sell its 
notes to a group of commercial banks through December 
31, 1974, of up to $12,000,000 to provide funds for pay- In 
ment of construction expenditures. As of May 31, 1974, 
Ark-Mo’s borrowings from the banks aggregated 


$10,600,000. It is now proposed that the aggregate Ni 
principal amount of such borrowings from banks be in- Ne 
creased from $12,000,000 to $16,000,000. All other terms 

and conditions of the borrowings set forth in the applica- IR 
tion-declaration and the above-mentioned Commission 

orders remain unchanged. PE 
Ark-Mo proposes to apply the proceeds from such increase . 
in authorized borrowings to the payment of construction NI 
expenditures in 1974 and for other corporate purposes. 

Ark-Mo is presently negotiating the sale of its interest in, (7 





and the lease-back of, three gas turbine generating units 
and related facilities currently being installed on a site 

owned by Ark-Mo near Blytheville, Arkansas. The pro- ) Sl 
ceeds, approximately $14 million, will be applied to the 
reduction of its then outstanding short-term borrowings. 
The proposed sale and lease-back by Ark-Mo will be the 





subject of a future filing with the Commission. | PI. 
pe 

It is stated that no State commission and no Federalcom- _ 10 

mission, other than this Commission, has jurisdiction over | 5 

the proposed transaction. . 
| he 

Due notice of the filing of said application-declaration, as_ | U 

amended by said post-effective amendment, has been given - 

in the manner prescribed in Rule 23 promulgated under 

the Act (Holding Company Act Release No. 18464), and Fe 

no hearing has been requested of or ordered by the Com- ti 

mission. Upon the basis of the facts in the record, it is 

hereby found that the applicable standards of the Act and 

the rules thereunder are satisfied and that no adverse 

findings are necessary; and that it is appropriate in the 

public interest and in the interest of investors and con- 

sumers that said application-declaration, as amended by 

said post-effective amendment, be granted and permitted 

to become effective: 

IT IS ORDERED, pursuant to the applicable provisions Pt 

of the Act and rules thereunder, that said application- R 

declaration, as amended by said post-effective amend- 

ment, be, and it hereby is, granted and permitted to 


become effective forthwith, subject to the terms andcon- |, 
ditions prescribed in Rule 24 promulgated under the Act. 









For the Commission, by the Division of Corporate Regula 40 


















4 OHIO EDISON COMPANY 



















tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18499/July 15, 1974 


In the Matter of 

NATIONAL FUEL GAS COMPANY 
New York, New York 

IROQUOIS GAS CORPORATION 
PENNSYLVANIA GAS COMPANY 
UNITED NATURAL GAS COMPANY 
NFG GAS CORPORATION 

(70-5344) 


SUPPLEMENTAL ORDER CORRECTING ERROR 


- By Order dated July 5, 1974 (Holding Company Act Re- 


lease No. 18484) the Commission approved an Amended 
Plan for the realignment of the National Fuel Gas Com- 
pany holding company system. The phrase “‘NFG will issue 
to Iroquois, United and Penn Gas an aggregate of 

5,991,865 shares of its no-par value common stock, appear- 
ing in the first paragraph of page five of said Order, is 
hereby amended to read “NFG will issue to Iroquois, 
United and Penn Gas an aggregate of 2,000 shares of its 
no-par value common stock.” 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18500/July 16, 1974 


In the Matter of 












47 North Main Street 
Akron, Ohio 44308 
(70-5518) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING AND 
ISSUE OF BONDS FOR SINKING FUND PURPOSES 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison”), a registered holding company, has filed 
a declaration and an amendment thereto with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (““Act’’), designating Sections 6(a) and 7 of 
the Act and Rule 50 promulgated thereunder as applicable 
to the proposed transactions. All interested persons are 
referred to the declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Qhio Edison proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
up to $150,000,000 principal amount of First Mortgage 
Bonds __ % Series due 2004 (the “new Bonds”) to ma- 
ture in not less than 5 and not more than 30 years. Ohio 
Edison will sell the new Bonds at competitive bidding for 
a price to Ohio Edison of not less than 100%, (unless 

Ohio Edison shall authorize a lower percentage not less 
than 99%) or more than 102-3/4% of the principal amount 
thereof and accrued interest. The new Bonds are proposed 
to be issued under Ohio Edison's Indenture dated as of 
August 1, 1930, to Bankers Trust Company, as Trustee, 

as heretofore amended and supplemented and as proposed 
to be amended and supplemented by a Twenty-third Sup- 
plemental Indenture to be dated as of the first day of the 
calendar month in which the new Bonds are issued. 


The funds received from such issue are required during 
1974 for the acquisition of property, the construction, 
completed, extension, renewal or improvement of Ohio 
Edison’s facilities, or for the improvement of its service, 
or for the repayment of unsecured short-term debt incur- 
red by Ohio Edison (estimated to amount to $38,000,000 
at the time of such issue) for, or for the reimbursement 

of its treasury for expenditures made for such purposes. 


Ohio Edison also requests authority for the authentication 
and issue on or about November 1, 1974, upon the basis 
of property additions under Article V of the Mortgage, 

of an aggregate of up to $1,091,000 principal amount of 
its First Mortgage Bonds, 3-%4% Series of 1955 due 1985, 
for sinking fund purposes. 


Ohio Edison states that the issuance of the additional 
Sinking Fund Bonds is exempted from the provisions of 
Rule 50 by reason of subparagraph (a)(4) thereof inas- 
much as no money will be realized by Ohio Edison upon 
such issuance or by reason of a sale. 


The fees and expenses to be paid by Ohio Edison in con- 
nection with the issue and sale of First Mortgage Bonds 
will be supplied by amendment. The fees, commissions 
and expenses paid or incurred in connection with the 
proposed Sinking Fund Bonds are estimated to total 
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$1,100, including legal fees of $1,000. 


The declaration states that the issuance of the new Bonds 
and of the additional Sinking Fund Bonds is subject to the 
jurisdiction of the Public Utilities Commission of Ohio, 
and that no other state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 6, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the filing which he desires to contro- 
vert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as amended, or as it may be further amended, 
may be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued 

in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18501/July 17, 1974 


In the Matter of 


MICHIGAN CONSOLIDATED GAS COMPANY 
Detroit, Michigan 
(70-5512) 


ORDER APPROVING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Michigan Consolidated Gas Company (‘Michigan Consoli- 
dated”), a gas utility subsidiary company of American 
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Natural Gas Company, a registered holding company, has 
filed an application with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company Act 
of 1935 (““Act’’), and Rule 50 thereunder regarding the 
following transaction. 


Michigan Consolidated proposes to issue and sell, subject 
to the competitive bidding requirements of Rule 50 under 
the Act, $40,000,000 principal amount of First Mortgage 
Bonds, % Series due 1999. The interest rate (which 
will be a multiple of 1/8 of 1%) and the price, exclusive 
of accrued interest, (which will not beless than 981% nor 
more than 101%% of the principal amount) will be 
determined by the competitive bidding. The bonds will 
be issued under an Indenture of Mortgage and Deed of 
Trust dated as of March 1, 1944, as heretofore supple- 
mented and as to be further supplemented by a Twenty- 
second Supplemental Indenture to be dated as of July 15, 
1974, between Michigan Consolidated and First National 
City Bank, as Trustee, and including a prohibition until 
August 1, 1979, against refunding the issue with funds 
borrowed at a lower cost of money. 





It is stated that the net proceeds from the sale of the bonds 
will be used to retire all of Michigan Consolidated’s then 
outstanding notes payable for interim financing, estimated 
to be $18,000,000, and to pay, in part, 1974 construction 
costs, estimated at $100,000,000. It is stated that addi- 
tional funds required to finance Michigan Consolidated’s 
1974 construction will be obtained from its operations 
and from additional borrowings which will be the subject 
of a future application to the Commission. 


The issuance and sale of the bonds have been authorized 
by the Michigan Public Service Commission. No other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed tran- 
sactions. 


Due notice of the filing of said application, as amended, 

has been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18461), and no hearing has been requested of or ordered 

by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate Regula 
tion, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 



















Release No. 18502/July 17, 1974 


Q In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 78403 
(70-5498) 


EXPENSES 


lease No. 18443), Central Power and Light Company 


pany, was authorized to enter into a certain agreement 


tion presently under construction in Nueces County, 


ds Texas. Said construction and acquisition is estimated to 
cost a total of $9,825,000, said cost to be financed from 
proceeds of sale by the District of up to that amount of 

7 its revenue bonds. In said Order of June 6, 1974, jurisdic- 
tion was reserved with respect to fees and expenses to be 


incurred in connection with the proposed transaction. 





CP&L has filed an amendment which completes the record 
with regard to fees and expenses to be incurred in connec- 


tion with the proposed transaction. 


Upon the basis of the facts in the record, amended as 
above indicated, it is hereby found that the applicable 


standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 


appropriate in the public interest and in the interest of 


investors and consumers that the jurisdiction heretofore 
ul- reserved with respect to the fees and expenses be released: 


| IT IS ORDERED that the jurisdiction heretofore reserved 


with respect to the fees and expenses be, and the same 
f hereby is, released. 
cM 


; 
| 


For the Commission, by the Division of Corporate Regula- 


| tion, pursuant to delegated authority. 


George A. Fitzsimmons 


Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
_ Release No. 18503/July 19, 1974 


| 








In the Matter of 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


ORDER RELEASING JURISDICTION OVER FEES AND 


By Order dated June 6, 1974 (Holding Company Act Re- 


(“CP&L”), an electric utility subsidiary company of Cen- 
tral and South West Corporation, a registered holding com- 


with an instrumentality of the State of Texas (“District’’) 
for the construction, acquisition and financing of certain 
pollution control facilities relating to a CP&L power sta- 








CONNECTICUT YANKEE ATOMIC POWER COMPANY 
P. O. Box 270 

Hartford, Connecticut 06101 

(70-5522) 


NOTICE OF PROPOSED ISSUE AND SALE OF PROMIS- 
SORY NOTE PURSUANT TO A LOAN AGREEMENT 
WITH STATE DEVELOPMENT AUTHORITY TO FI- 
NANCE POLLUTION CONTROL FACILITIES; EXCEP- 
TION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Connecticut Yankee 
Atomic Power Company (‘“Connecticut Yankee”), an elec- 
tric utility subsidiary company of Northeast Utilities and 
New England Electric System, both of which are registered 
holding companies, has filed an application with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (““Act”’), designating Section 6(b) of the Act 
and Rule 50 promulgated thereunder as applicable to 

the proposed transaction. All interested persons are refer- 
red to said application, which is summarized below, for 

a complete statement of the proposed transaction. 


Connecticut Yankee is the owner of a 575,000 kw nuclear 
electric generating plant (“Plant’’), located at Haddam, 
Connecticut, which has been in operation since January 1, 
1968. All of the outstanding shares of Connecticut Yankee’s 
common stock are owned by eleven New England electric 
utilities. 


In order to comply with more stringent environmental 
regulations and, in particular, the standards and dose cri- 
teria limits promulgated by the Atomic Energy Commis- 
sion (“A.E.C.”), Connecticut Yankee has undertaken to 
provide its Haddam plant with additional pollution con- 
trol equipment (“Project”). The total cost of the Project 
was originally estimated to be approximately $9,000,000, 
and authorization to finance the Project for this amount 
was previously given. (See Holding Company Act Release 
No. 18164, dated November 12, 1973.) Because of unex- 
pected cost overruns incurred in connection with construc- 
tion of the Project, however, Connecticut Yankee now 
required up to $5,000,000 in additional funds. 


The Connecticut Development Authority (“Authority”) 

is authorized under the laws of the State of Connecticut 
to assist in the planning and financing of facilities to con- 
trol environmental pollution derived from the operation 
of industry and commerce. In this connection, the Auth- 
ority may extend credit or make loans secured by loan 
agreements, and issue its bonds for such purposes. Accord- 
ingly, Connecticut Yankee proposes to enter into an 
amended agreement ("Loan Agreement”) with the Auth- 
ority with respect to the construction and financing of 
the Project at its Haddam plant, and pursuant thereto, 
issue to the Authority its promissory note (‘Note”’), in 

an aggregate amount not to exceed $5,000,000. In turn, 
the Authority will issue and sell its Pollution Control 
Revenue Bonds (“Pollution Bonds”) up to a total aggre- 
gate amount of $5,000,000 and advance the proceeds 
from the sale to Connecticut Yankee pursuant to the terms 
of the Loan Agreement to provide funds theretofore 


SEC DOCKET/603 





expended and to be expended by Connecticut Yankee for 
the construction of the Project. 


The Pollution Bonds will be issued under and secured by a 
Trust Indenture between the Authority and Hartford 
National Bank and Trust Company (“Trustee”), as amended 
by a Supplemental Indenture of Trust dated May 1, 1974 
(“Supplemental Indenture”’). It is stated that the Bonds will 
not constitute general obligations of the State, but will be 
revenue bonds, the principal and interest on which will be 
payable solely out of funds paid by Connecticut Yankee 
pursuant to the Loan Agreement. It is expected that the 
Pollution Bonds will be dated May 1, 1974, and bear a 
final maturity date of November 1, 1997. The terms of the 
Pollution Bonds will include siriking fund provisions pro- 
viding for installments of $215,000 on November 1 of each 
year commencing in 1975 and ending in 1986, and of 
$220,000 for each year thereafter through 1997. In the 
aggregate, sinking fund installments will retire the entire 
issue by the final maturity date. The Supplemental Inden- 
ture will contain certain redemption provisions which will 
include the right of Connecticut Yankee to cause the re- 
demption of the Pollution Bonds, in whole or in part, at 
any time after they have been outstanding for 10 years at 
an initial premium of 3% declining by 1/2% every year. 


It is stated that the Pollution Bonds are expected to be 
marketed pursuant to arrangements among Connecticut 
Yankee, the Authority and Morgan Stanley & Co., Incor- 
porated. Connecticut Yankee states that the interest pay- 
able on the Pollution Bonds will be exempt from Federal 
income taxation. It is not possible to ascertain in advance 
precisely the interest rate which may be obtained in 
connection with the issuance of the Pollution Bonds, but 
Connecticut Yankee is advised that tax-exempt bonds of 
like quality and tenor have historically carried an annual 
interest rate approximately one and one-half to two and 
one-half percent lower than comparable taxable long-term 
corporate bonds. 


The Note which Connecticut Yankee will issue to the Auth- 
ority will be in an aggregate principal amount equal to the 
amount of the Pollution Bonds. Interest and principal on 
the Note will be payable at times and in amounts correspond- 
ing to interest and principal requirements on the Pollution 
Bonds. The Loan Agreement requires that such paymenis 
on the Note shall be made in all events, notwithstanding 
failure of the Project to operate successfully, any casualty, 
condemnation, failure of title or other occurrence. The 
Note will be pledged under the Supplemental Indenture by 
assignment to the Trustee. The Loan Agreement further 
provides that upon any event of default therein specified, 
all unpaid principal of and accrued interest on the Note 
may be declared, and thereupon shall! be, immediately due 
and payable. 


A statement of the fees, commissions and expenses paid or 
incurred, or to be paid or incurred, in connection with the 
proposed transactions will be supplied by amendment. 

It is stated that the Public Utilities Commission of the State 
of Connecticut has jurisdiction over the proposed transac- 
tions. The order of that commission will be supplied by 
amendment. No other State commission, and no Federal 
commission, other than this Commission, has jurisdiction 
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over the proposed transactions. 





Connecticut Yankee submits that the issue of its Note to the 
Authority should be exempted from Rule 50 by reason of 
clause (a) (5) thereof on the ground that the proposed tran- 
sactions do not lend themselves as a practical matter to 
competitive bidding. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 12, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application, as filed, or as it may 
be amended, which he desires to controvert, or he may re- 
quest that he be notified if the Commission should order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the applicant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the application, as filed or as it may 
be amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this matter, in- 

} 

I 





cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18504/July 19, 1974 


NOTICE OF PROPOSED TEMPORARY SUSPENSION 
WITH RESPECT TO SALE OF COMMON STOCK OF 
REGISTERED HOLDING COMPANIES OF THE COM- 
PETITIVE BIDDING REQUIREMENTS OF THE PUBLIC 
UTILITY HOLDING COMPANY ACT OF 1935 (S7-529) 


The Securities and Exchange Commission today published 
a proposal that Rule 50 under the Public Utility Holding 
Company Act of 1935 be temporarily suspended with 
respect to the issuance of common stock of registered 
holding companies. Rule 50 requires, with limited excep- 
tions, that competitive bids be solicited for securities issued 
by registered holding companies or their subsidiaries. The 
effect of the proposed temporary suspension would be to 
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permit registered holding companies to issue and sell their 
own common stock without soliciting competitive bids. 
The issuance and sale of preferred stock and debt obliga- 
tions of registered holding companies or their subsidiaries 
would continue to be subject to the full requirements of 
Rule 50. 


Background and Purpose 


Rule 50 was adopted by the Commission April 8, 194] 
(Holding Company Act Release 2676) to require that secur- 
ities issued by utility companies under its jurisdiction be 
sold by competitive bidding. Although exceptions are pro- 
vided for, they have rarely been needed for regular finan- 
cing transactions. Rule 50 has provided an effective and 
economical procedure for marketing utility securities for 
more than 30 years. 


Certain registered holding companies and underwriters, how- 
ever, have presented information and studies indicating re- 
cent alterations in both the market for utility common stock 
issues and the capacity of the securities industry to handle 
such sales which, they assert, render it unfeasible at this 

time to effectively raise the common stock capital required 
through competitive bidding procedures. The presentation 
made has been placed in the public file on this proposal 

and is available for inspection at the Commission’s Public 
Reference Room. 


There is no need to review the statements made as to the 
general problems afflicting both the securities markets and 
the utility industry at the moment, since these factors 
apply to both negotiated and competitive sales procedures. 
It is asserted that competitive bidding necessarily involves 
technical and practical limitations on an offering which, 
however insignificant in a normal market, have become of 
critical significance under the conditions now prevailing. 


Competitive bidding requires at least two underwriting 
groups, each capable of purchasing and marketing the entire 
issue. It is stated that there is now neither the depth of 
market nor sufficient underwriting capacity to support two 
offers, and that the split effort is likely to preclude either 
would-be competitor from being able to make a bid. 


Competitive bidding depends upon the fixing in advance 

by the issuer of most of the terms of the issue, including the 
amount to be sold and the date the public distribution is 

to commence, so that the competition is limited essentially 
to price. It is stated that present market conditions have 
compelled in a significant number of instances extensive 
last minute changes in the amount to be offered or in the 
timing, or both. Such changes can be readily made in nego- 
tiated offerings but not under competitive bidding, due to 
the requirements of equal treatment for all potential bid- 
ders. Particular concern is expressed for the adverse conse- 
quences on the issuer’s credit, which may flow from an 
avoidable total failure of a competitive bidding meeting. 


Since underwriters seek to sell an issue immediately after 
purchase and, we are informed, have now become particu- 
larly reluctant to risk any delay in redistribution, competi- 













tive bidding allows virtually no interval between the moment 
the successful bidder is awarded the securities and their re- 
sale. It is asserted that present conditions require substantial 
presale preparation and effort by the underwriter, which 
only his advance selection by the issuer will permit. 


It is also stated that there has been a general acceptance 

by the utility industry and by other regulatory agencies of 
these and similar exigencies so that negotiation has now be- 
come the normal method for selling common stock of util- 
ity companies, except those under our Rule 50 or the 
Federal Power Commission’s comparable rule. 


A review made of the 77 common stock offerings, aggregating 
$2,670,690,500, registered under the Securities Act of 1933, 
by electric utility companies and holding companies in the 
18 months from January 1, 1973, to June 20, 1974, shows 
that 59 of those offerings, aggregating $1,860,980,500, 

were negotiated sales. Of the 18 sold at competitive bidding, 
10 were governed by our Rule 50 and 5 by the Federal 
Power Commission’s rule. It appears that issuers subject to 
state regulatory agencies have universally been exempted 
from competitive bidding requirements on common stock 
during this period. One issue by a New York utility com- 
pany was competitively bid in March 1973, but the two sub- 
sequent offerings by this utility, and all other New York 
State issues were sold by negotiation. 


General Description 


From the material presented in the context of conditions 
now prevailing in the securities markets, it appears that the 
registered holding companies under our jurisdiction have 
reason for concern as to their ability to comply with Rule 
50 in the immediate future. The risks of continued in- 
sistence on competitive bidding procedures for holding 
company common stock issues seem substantial in com- 
parison with the effects of a temporary suspension of that 
requirement. Needless to say, suspension of mandatory 
competitive bidding does not prohibit an issuer from sell- 
ing its stock by that method. 


No textual amendment to Rule 50 is required. In effect, an 
additional temporary exemption is being added, excluding 
from that rule’s requirements the issuance and sale of com- 
mon stock of registered holding companies during a period 
to be fixed by this Commission after reviewing the com- 
ments on this proposal. 


In New England Gas and Electric Association, 27 SEC 507, 
523 (1948), we adopted a policy sharply limiting negotia- 
tions between issuers and underwriters; saying: 


“However, we now announce that it shall hereafter be 
our policy to deny summarily any application for 
exemption from the competitive bidding requirements 
of Rule U-50 where competitive bidding is prima facie 
required and that applicant has, before obtaining an 
authorization from this Commission, entered into any 
discussions or any negotiations with respect to the 
terms of sale with any prospective purchaser of its 
securities.”’ 
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It would be unreasonable to apply this policy under the 
present circumstances. Effective immediately, and so long 
as the proposed suspension of Rule 50 is under considera- 
tion, registered holding companies may negotiate with pro- 
spective purchasers about sale of new issues of their com- 
mon stock, without prejudice to any pending or subsequent 
application for exemption from Rule 50. 


Statutory Basis 


The suspension is proposed pursuant to Section 20 of the 
Act. It should be emphasized that such suspension does 

not alter or relax the requirements of Section 7 of the Act, 
including the requirement as to the reasonableness of the 
fees, commissions or other remuneration involved, or any 
other provisions of the Act or Rules applicable to such tran- 
sactions. 


Public Comment 


Written comments are invited on or before August 23, 1974, 
from all interested persons, and particularly from other 
regulatory agencies concerned with the means for market- 
ing securities of utility companies. The subjects on which 
public comment would be particularly helpful include: 


1. Whether it is feasible, under current market conditions, 
to effectively sell large issues of common stock of electric 
and gas utility companies or holding companies through 
competitive bidding procedures. 


2. What specific impediments, if any, upon such sales are 
created under existing market conditions, by the bidding 
procedure required by the Commission’s Rule 50. 


3. What specific methods could be used to effect such sales 
if Rule 50 did not apply, with particular attention to: 


(a) The manner in which the issuer would select the man- 
aging underwriter, and in which the members of the under- 
writing and selling groups would be chosen. 


(b) The means for fixing the number of shares to be offer- 
ed and the price to be received by the issuer, and (in terms 
of the anticipated time schedule for the negotiated selling 
process), the time at which these terms would be contrac- 
tually fixed. 


(c) The basis for fixing the fees, commissions or other re- 
muneration to the underwriters, and the earliest stage in 
the offering process at which it would be feasible to agree 
on and report to the Commission the amount of such re- 
muneration, or of the major components thereof, either in 
absolute terms, or by formulae objectively dependent on 
subsequent events. 


4. How long a period of suspension would be appropriate 
to cover the presently foreseeable minimum duration of 

whatever market conditions the commentator relies on to 
justify a suspension and to permit registered holding com- 
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panies to effect presently planned common stock financing 
in an orderly fashion. 


Comments, to be filed in triplicate on or before August 23, 
1974, should be directed to George A. Fitzsimmons, Secre- 
tary, Securities and Exchange Commission, Washington, 
D.C. 20549. Such communications should refer to File No. 
$7-529. All such communications will be available for pub- 
lic inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18505/July 19, 1974 


In the Matter of 


THE NARRAGANSETT ELECTRIC COMPANY 
Providence, Rhode Island 02901 
(70-5514) 


ORDER AUTHORIZING PROPOSED INCREASE IN 
AUTHORIZED SHORT-TERM UNSECURED INDEBTED- 
NESS 


The Narragansett Electric Company (“Narragansett’’), an 
electric utility subsidiary company of New England Elec- 
tric System (“NEES”), a registered holding company, has 
filed a declaration and an amendment thereto with this 
Commission pursuant to Sections 6(a), 7(e) and 12(e) of 
the Public Utility Holding Company Act of 1935 (“Act”), 
and Rule 62 promulgated thereunder regarding the follow- 
ing proposed transactions. 


The preference provisions of the Narragansett preferred 
stock provide, among other things, that without the vote 
of a majority of the preferred stock then outstanding, Nar- 
ragansett’s unsecured indebtedness shall not exceed 10% of 
all bonds and secured indebtedness and the capital and 
surplus (capital and retained earnings) of Narragansett. 
Narragansett now proposes to seek such authorization to 
permit unsecured indebtedness in excess of the 10% limita- 
tion, provided (i) such indebtedness be issued within five 
years of this Commission’s order making effective the de- 
claration filed in this proceeding, (ii) such indebtedness 
have a maturity not more than six years from the date of 
such order, and (iii) all Narragansett’s unsecured indebted- 
ness not exceed 20% of the aggregate principal amount of 
all bonds and other secured indebtedness and the capital 
surplus (capital and retained earnings) of Narragansett. 


At March 31, 1974, following issuance of Narragansett’s 
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Series J First Mortgage Bonds and the application of pro- 
ceeds therefrom to the payment of unsecured debt, Nar- 
ragansett had $1,200,000 of unsecured debt outstanding. At 
that date, the 10% limitation restricted Narragansett to 
$18,300,000 of unsecured debt, and a 20% limit would re- 
strict it to $36,600,000 in such unsecured debt. At March 
31, 1974, Narragansett had made such unsecured borrow- 
ings at the prime interest rate which at that date was 9% 

per annum. 


Narragansett states it is seeking the authorization for flexi- 
bility in circumstances when it is more advantageous to 
issue short-term debt than other securities. Narragansett 
states that it does not plan to maintain short-term debt in 
excess of the 10% restriction permanently. 


As instances in which Narragansett may require the flexi- 
bility to issue the additional unsecured debt, the following 
possible needs are stated: Narragansett states that in order 
to refund $21,925,000 of its Series A First Mortgage Bonds, 
it may be necessary to finance such refunding on a tempor- 
ary basis from issuance of unsecured notes. This step would 
be necessary if for any reason Narragansett is unable to issue 
and sell a new series of first mortgage bonds, the proceeds 
of which would be used to retire the Series A bonds. Nar- 
ragansett also states that issuance of unsecured debt may be 
required in connection with refunding $7,500,000 of first 
mortgage bonds maturing in 1975 and to finance construc- 
tion of transmission facilities for a nuclear plant in Rhode 
Island. 


Narragansett intends to submit the proposal to the holders 
of its Preferred Stock for their approval at a special meet- 
ing of such stockholders which is to be held on July 25, 
1974. In connection therewith, Narragansett pursuant to 
Rule 62 under the Act, is soliciting proxies from such 
stockholders to be voted at said special meeting. 


Due notice of the filing of said declaration, as amended, 

has been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18470), and no hearing has been requested of or ordered 

by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 

of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors and 
consumers that said declaration, as amended, be permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18506/July 19, 1974 


In the Matter of 


ARKANSAS-MISSOUR! POWER COMPANY 
405 West Park Street 

Blytheville, Arkansas 72315 

(70-5521) 


NOTICE OF PROPOSED SALE-LEASEBACK OF 
TURBINE GENERATING UNITS 


NOTICE IS HEREBY GIVEN that Arkansas-Missouri 
Power Company (“Ark-Mo”), an electric utility subsidiary 
of Middle South Utilities, Inc., a registered holding com- 
pany, has filed a declaration with this Commission pursu- 
ant to the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 9(b)(1) and 12(d) of the 
Act and Rule 44 promulgated thereunder as applicable to 
the proposed transactions. All interested persons are refer- 
red to the declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Ark-Mo has contracted for the purchase and installation 

of three 50/60 megawatt gas turbine electric generating 
units (“Equipment”), which are currently in the final 
stages of installation, on a site owned by Ark-Mo near 
Blytheville, Arkansas. Ark-Mo proposes to sell and assign 
all its right, title and interest in the Equipment to, and 
concurrently to lease it back from, a trustee (“Owner 
Trustee”), designated as such in a Trust Agreement between 
the Owner Trustee and Chrysler Financial Corporation 
(“Owner Participant”), a Michigan Corporation. It is stated 
that neither the Owner Trustee, the Qwner Participant, 
nor any corporations or persons affiliated with either of 
them are affiliated with Ark-Mo or any of its affiliated 
companies. 


The Sale and Related Financing: On a date as soon as 
practicable after issuance of the Commission’s order here- 
in (“Closing Date”), the Equipment will be so'd to the 
Owner Trustee for an amount equal to Ark-Mo’s book cost 
thereof; said cost is estimated at $14,000,000, including 
allowance for funds used during construction and other 
transactional costs. The purchase price (““Owner’s Cost”’) 
will be subject to a final determination on or before Octo- 
ber 31, 1974, to take into account any necessary adjust- 
ments; provided, that if the Owner’s Cost would thereby 
exceed $15,000,000, the excess will be borne by Ark-Mo. 
The purchase price will be financed to the extent of 28% 
with funds provided by the Owner Participant as an invest- 
ment in beneficial ownership of the Equipment, and the 
balance, 72%, will be borrowed by the Owner Trustee on 
a long-term basis (“Debt”) from a group of insurance 
companies. The lenders and the participation of each 
(based on the maximum purchase price of $15,000,000) 
are shown below. 
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Lender Participation 
The Travelers Insurance Company $ 5,000,000 
The Lincoln National Life Insurance 
Company 2,500,000 
Union Mutual Life Insurance Company 1,000,000 
Woodmen of the World Life Insurance 
Company 1,000,000 
Kentucky Central Life Insurance 
Company 500,000 
Woodmen Accident and Life Insurance 
Company 500,000 
Lamar Life Insurance Company 300,000 
Total $10,800,000 


The participations of The Travelers Insurance Company 
(“Travelers”) and The Lincoln National Life Insurance Com- 
pany (“Lincoln”) will be delayed until 6 months after the 
Closing Date, and for that interval the necessary funds (up 
to $7,500,000) will be obtained by the Owner Trustee 
through an Interim Loan from Union Planters Bank of 
Memphis. The Interim Loan will be payable 6 months 

after the Closing Date, with interest at the rate of 10% per 
annum. 


The long term Debt will not be an obligation of either Ark- 
Mo or the Owner Participant, but will be the independent 
obligation of the Owner Trustee payable solely from the 
Owner Trustee’s estate consisting of, among other things, 
the Equipment, the Lease and rentals thereunder, insur- 
ance proceeds, etc. The Debt will mature in 1999, and will 
be payable in forty-nine semi-annual installments in the case 
of Travelers and Lincoln, commencing one year after the 
closing Date; and in fifty semi-annual installments in the 
case of the other lenders, commencing 6 months after the 
Closing Date. The semi-annual installments will be level 
payments consisting of interest and principal. The interest 
rate on the Debt will be 10-1/4% per annum. The Debt 
(and the Interim Loan) will be secured by a security inter- 
est in the Equipment, the Lease and all amounts payable 
under the Lease—all subject to Ark-Mo’s rights under the 
Lease. The Debt will be non-refundable at a lower effective 
interest cost during a period of 15 years after the Closing 
Date. 


The Lease: The Lease will be a net lease, under which Ark- 
Mo will be responsible for operation maintenance, insur- 
ance, certain taxes, etc. Ark-Mo will have the right, at its 
own expense, to make certain modifications and replace- 
ments to the Equipment which it deems appropriate. The 
Basic Term of the Lease will be 25 years, and at Ark-Mo’s 
option, may thereafter be renewed for up to three con- 
secutive renewal terms of 5 years each. The lease will be 
non-cancellable except in the event of (i) failure to obtain 
favorable federal income tax rulings incident to the owner- 
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ship and leasing of the Equipment, (ii) failure of Travelers 
or Lincoln to perform on their respective commitments as 
to the Debt, (iii) destruction, confiscation or condemna- 
tion of the Equipment beyond economical replacement 
or repair, or (iv) a determination by Ark-Mo, after the 
tenth year of the Basic Term, that the Equipment is no 
longer useful in its business. 


During the Basic Term of the Lease, payments thereunder 
will be made by Ark-Mo in fifty semi-annual installments 
commencing 6 months after the Closing Date, each install- 
ment (except the first) to be equal to 4.759% of the 
Owner's Cost, which Ark-Mo understands is equivalent 

to an annual simple interest rate of 8.26%. Said 4.759% 
of Owners Cost, and the aggregate rentals payable for 

the Equipment, may be adjusted to reflect (a) failure to 
obtain requested federal income tax rulings (not resulting 
in termination of the Lease) relating to certain items of 
the Owner’s Cost, such as depreciation allowances, invest- 
ment tax credit, etc. or (b) modification by the Internal 
Revenue Service of the Asset Guideline Period applicable 
to the Equipment. During the renewal terms the rentals 
will be the then fair market rental value of the Equipment. 
At the end of the Basic Term or of any of the three re- 
newal terms, Ark-Mo will have the option of purchasing 
the Equipment at its then fair market sales value. 


Ark-Mo will use the net proceeds (estimated at $13,850,000) 
received from the proposed sale of the Equipment to reduc- 
ing its outstanding short-term borrowings which amounted 
to $21,350,000 at June 30, 1974. Ark-Mo also proposes 

to account for the Lease transaction as a lease and to charge 
the payments thereon, estimated at $1,331,990 per annum, 
to operating expense. 


A statement of the fees and expenses incurred or to be 
incurred in connection with the proposed transactions 

will be supplied by amendment. The Arkansas Public Ser- 
vice Commission has jurisdiction over the sale, leaseback, 
and repurchase by Ark-Mo of its interest in the Equipment. 
It is stated that no other State commission, and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 12, 1974, request in writing 
that a hearing be held on such matter stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration, as filed or as it 
may be hereafter amended, which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarants at the above- 
stated addresses and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as filed or as it may be hereafter amended, may be 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
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rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8425/July 16, 1974 


In the Matter of 


DANMONT CORPORATION 
110 Wynn Drive, N. W. 
Huntsville, Alabama 35806 
(812-3595) 


ORDER PURSUANT TO SECTION 3(b)(2) OF THE ACT 
DECLARING THAT COMPANY IS NOT AN INVEST- 
MENT COMPANY 


Danmont Corporation (“Applicant”), a Delaware corpora- 
tion, has filed an application pursuant to Section 3(b)(2) 
of the Investment Company Act of 1940 (“Act”’) for an 


order of the Commission declaring that Applicant is primar- 


ily engaged in a business or businesses other than that of 
investing, reinvesting, owning, holding, or trading in secur- 
ities and, therefore, is not an investment company within 
the meaning of the Act, or in the alternative, for an order 
under Section 6(c) exempting it from all the provisions 

of the Act. 


On June 17, 1974, a notice (Investment Company Act Re- 
lease No. 8387) was issued of the filing of said application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. 


The matter having been considered, it is found that Appli- 
cant is primarily engaged directly and through a controlled 
company in a business or businesses other than that of 
investi ng, reinvesting, owning, holding or trading in secur- 
ities. 
















IT IS ORDERED, pursuant to Section 3(b)(2) of the Act 
that Applicant is hereby declared to be primarily engaged 
in a business or businesses other than that of investing, 
reinvesting, owning, holding, or trading in securities either 
directly or (a) through majority-owned subsidiaries or (b) 
through controlled companies conducting similar types 

of businesses. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8426/July 17, 1974 


In the Matter of 


WC!i COMMERCIAL CORP. 

c/o Warner Communications Inc. 
75 Rockefeller Plaza 

New York, New York 10019 
(812-3612) 


ORDER EXEMPTING COMPANY FROM ALL PROVI- 
SIONS OF THE ACT 


WC! Commercial Corp., a Delaware corporation, has filed 
an application pursuant to Section 6(c) of the Investment 
Company Act of 1940 (“Act’’), for an order of the Com- 
mission exempting it from all the provisions of the Act. 


On June 17, 1974, a notice was issued of the filing of said 
application (Investment Company Act Release No. 8388). 
The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 

the application would be issued unless a hearing should 

be ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from all the provisions 
of the Act, be and hereby is granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8427/July 17, 1974 


In the Matter of 


THE HORNBLOWER GROWTH FUND, INC. 
8 Hanover Street 

New York, New York 10004 

(811-1846) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLAR- 
ING THAT THE COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The Hornblower Growth 
Fund, Inc. (“Applicant”), a non-diversified, open-end 
management investment company registered under the 
Investment Company Act of 1940 (““Act’’), has filed an 
application pursuant to Section 8(f) of the Act for an order 
of the Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. All inter- 
ested persons are referred to the application on file with 
the Commission for a statement of representations con- 
tained therein, which are summarized below. 


Applicant was organized as a Maryland corporation on 
March 12, 1969, under the name of The Acorn Growth 
Fund, Inc. The name was changed to the Alpine Growth 
Fund, Inc. on July 3, 1969. Applicant adopted its present 
name on May 5, 1970. Applicant registered under the Act 
on November 24, 1969. 


The application states that Applicant is not an investment 
company under the terms of Section 3(c)(2) of the Act in 
that Applicant is an issuer whose outstanding securities 
are beneficially owned by less than one hundred persons 
and because Applicant is not making, nor does it presently 
plan to make, a public offering of its securities. In addi- 
tion, no company owns 10% or more of the outstanding 
voting securities of Applicant. 


The application states that Applicant presently has 38 share- 
holders, is losing shareholders due to redemptions and 

does not have a live prospectus by which to sell additional 
shares. Furthermore, it is stated that the principal reason 
for the formation of Applicant was to provide an invest- 
ment vehicle for advised clients of Applicant's adviser, the 
Hornblower Asset Management Corporation. No offering 

to the general public was ever made. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an investment 
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company, it shall so declare by order and upon the effec- 
tiveness of such order the registratior: of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 12, 1974 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application herein will be issued as of course follow- 
ing said date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8428/July 17, 1974 


In the Matter of 


NATIONAL AVIATION CORPORATION 
630 Fifth Avenue 

New York, New York 10020 

(812-3652) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(b) OF THE ACT AND 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that National Aviation Cor- 
poration (“Applicant”), a non-diversified, closed-end, 
management investment company registered under the 
Investment Company Act of 1940 (the ““Act”’), has filed 
an application pursuant to Section 17(b) of the Act for 
an order of the Commission exempting from the provisions 
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of Section 17(a) of the Act the sale by lomec, Inc. (“‘lomec’’) to purchase EDP’s common stock holdings in lomec which 


to Applicant of 100,000 shares of common stock of lomex 
in a proposed private placement transaction, and pursuant 
to Section 17(d) of the Act and Rule 17d-1 thereunder for 
an order of the Commission permitting the acquisition by 
Applicant of the above-described securities of lomec, a 
company in which affiliated persons of Applicant have 
interests. All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


lomec, a Delaware corporation engaged in the business of 
designing, manufacturing and selling peripheral equipment 
for minicomputers, proposes to issue and sell, in a private 
placement financing transaction, approximately 1,000,000 
shares of its common stock at a price of $1 per share. The 
Subscription Agreement for these shares is conditioned 

on lomec’s obtaining, within 90 days after the signing, a 
$4,500,000 loan or line of credit from Wells Fargo Bank 
N.A. and subscriptions for approximately 1,000,000 
shares of common stock. 


Applicants owns 53,808 shares of the common stock of 
lomec, approximately 2.4% of the lomec shares outstand- 
ing, and holds warrants to purchase 12,500 shares of com- 
mon stock at a price of $7 per share. The common stock 
and warrants were acquired by Applicant in July of 1972 
when Applicant converted its lomec 6% convertible sub- 
ordinated debentures, acquired in early 1971, into common 
stock of lomec at a conversion price of $5 per share. Appli- 
cant has agreed, subject to Commission approval, to parti- 
cipate in lomec’s proposed private placement by purchas- 
ing 100,000 shares of lomec common stock. At the present 
time, the participants in the proposed private placement 
consist of 23 investors, including Applicant. All lomec 
stockholders who held over 10,000 shares of common stock 
or who held lomec debentures or warrants were solicited 

to participate in the private placement transaction. Except 
for two investors who were solicited to participate in the 
private placement after the departure of one of the original 
participants, lomec stockholders who held less than 10,000 
shares were not approached to participate in the private 
placement. 


T. F. Walkowicz (“‘Walkowicz”), Chairman of the Board, 
President and Chief Executive Officer of Applicant and a 
former director of lomec, owns 2,539 shares of lomec 
common stock, approximately 0.1% of the outstanding 
common stock, which he acquired in 1973 upon his with- 
drawal from Venrock Associates, a venture capital group. 


Howard Buhse (‘‘Buhse’’), a Director and Chairman of the 
Executive Committee of Applicant, owns 4,775 shares of 
lomec common stock, approximately 0.2% of the out- 
standing common stock, which he purchased from Horn- 
blower & Weeks — Hemphill, Noyes when that firm incor- 
porated in October of 1972. Bul»:e is also a trustee and a 
beneficiary of the EDPR Shareholders’ Retention Trust 
(the Trust’). The Trust was established in connection 
with the acquisition of EDP Resources, Inc. (“EDP”), a 
New York corporation engaged in the business of leasing 
electronic data processing equipment, by Greyhound 
Computer Corporation. The Trust holds a three-year option 





amount to approximately 12% of lomec’s outstanding 
voting stock. Since the option held by the Trust grants to 
the optionee the present right to vote the shares subject to 
the option, the Trust has voting power over approximately 
12% of lomec’s outstanding voting stock. In his role as 

a trustee of the Trust, Buhse shares with the other two 
trustees the power to vote this interest. Buhse also has a 
beneficial interest of approximately 2% in the Trust. If the 
Trust exercised its option for the purchase of 277,000 lomec 
shares and distributed those shares to the Trust beneficiaries, 
Buhse would receive approximately 2% of such shares, or 
about 5,500 lomec shares. 


Section 17(a) of the Act provides, in pertinent part, that it 
shall be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such a per- 
son, knowingly to sell any security or other property to 
such registered company. Section 17(b) of the Act provides 
that the Commission, upon application, may exempt a pro- 
posed transaction from the provisions of Section 17(a) of 
the Act if evidence establishes that the terms of the proposed 
transaction, including the consideration to be paid or re- 
cevied, are reasonable and fair and do not involve over- 
reaching on the part of any person concerned and the pro- 
posed transaction is consistent with the policy of each 
investment company concerned and with the general pur- 
poses of the Act. 


Section 2(a)(3) of the Act defines an affiliated person of 
another person to include any person directly or indirect- 
ly owning, controlling, or holding with power to vote, 5 
per centum or more of the outstanding voting securities 
of such other person; any person 5 per centum or more of 
whose outstanding voting securities are directly or indirect- 
ly owned, controlled, or held with power to vote, by such 
other person; and any officer, director, partner, copartner 
of such other person. Under this definition, lomec may be 
deemed to be an affiliated person of Buhse. Since Buhse is 
an affiliated person of Applicant, lomec, as an affiliate 

of an affiliate of Applicant, may, in the absence of an 
exemption, be deemed prohibited by Section 17(a) of the 
Act from selling any securities to Applicant. 


Rule 17d-1, adopted by the Commission pursuant to Sec- 
tion 17(d) of the Act, provides, in pertinent part, that 

no affiliated person of any registered investment company 
and no affiliated person of such a person, acting as prin- 
cipal, shall participate in, or effect any transaction in 
connection with, any joint enterprise or other joint arrange- 
ment in which such registered company is a participant 
unless an application regarding such joint enterprise or 
arrangement has been filed with the Commission and has 
been granted by an order. A joint enterprise or other joint 
arrangement as used in this rule is any written or oral plan, 
contract, authorization or arrangement, or any practice or 
understanding concerning an enterprise or undertaking 
whereby a registered investment company and any affiliated 
person of such registered investment company, or any 
affiliated person of such a person, have a joint or a joint 
and several participation, or share in the profits of such 
enterprise or undertaking. In passing upon such applica- 
tion, the Commission will consider whether the participa- 
tion of such registered company in such joint enterprise 
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or joint arrangement on the basis proposed is consistent 
with the provisions, policies and purposes of the Act and the 
extent to which such participation is on a basis different 
from or less advantageous than that of other participants. 


Walkowicz and Buhse, affiliates of Applicant, may, by rea- 
son of their ownership of shares of lomec, be deemed par- 
ticipants with Applicant in lomec. The Trust, an affiliate 
of an affiliate of Applicant, may also be deemed a partici- 
pant with Applicant in lomec in view of its option to pur- 
chase lomec shares from EDP. 


Applicant asserts that the terms of the proposed transac- 
tion, including the consideration to be paid or received, 
are reasonable and fair and do not involve overreaching on 
the part of any person concerned and that the proposed 
transaction is consistent with the policy of Applicant and 
with the general purposes of the Act. In support of this 
assertion, Applicant states that the purchase price of $1 
per share was fixed by the Board of Directors of lomec 
after unsuccessful attempts to fix a higher purchase price 
per share; that the purchase price of $1 per share was the 
result of extended arms length discussion and negotiation 
between potential investors and lomec. Applicant further 
states that its Board of Directors has independently de- 
termined that the acquisition of additional lomec shares 
would be beneficial to Applicant and its shareholders; ‘that 
the offering price of $1 per share compares favorably with 
the cost basis of approximately $5 per share for the shares 
now held by Applicant; and that Applicant desires to pro- 
tect its present investment in lomec by helping lomec 
overcome its present financial difficulties. 


Applicant further asserts that Applicant's participation in 
the private offering is consistent with the provisions, poli- 
cies and purposes of the Act and that such participation 

is not on a basis less advantageous than that of other parti- 
cipants in lomec. In support thereof, Applicant states 

that Applicant’s additional investment in lomec will en- 
able it to enlarge its percentage ownership, from 2.4% to 
4.7%, in a company which Applicant considers to have 

a favorable future; that this will be done on a cost basis 
that lowers Applicant's average cost share; that the Trust 
was precluded from participating in the proposed private 
offering because it has no assets other than the aforemen- 
tioned option to purchase certain securities from EDP; 
and that lomec did not solicit stockholders who held less 
than 10,000 shares of lomec, such as Buhse and Walkowicz, 
because of the private placement nature of the proposed 
financing. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than August 12, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant at the address stated above. 
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Proof of such service (by affidavit, or in the case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing August 12, 1974, unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8429/July 17, 1974 


In the Matter of 


INVERNESS GROWTH FUND, INC. 
1880 Century Park East 
Los Angeles, California 90067 


and 


INVERNESS FUND, INC. 
345 Park Avenue 

New York, New York 10022 
(812-3530) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
FOR AN EXEMPTION FROM SECTION 17(a) OF THE 
ACT AND PURSUANT TO SECTION 6(c) OF THE ACT 
FOR AN EXEMPTION FROM RULE 22c-1 PROMUL- 
GATED UNDER THE ACT 


Inverness Growth Fund, Inc. (“IGF’’) and Inverness Fund, 
Inc. (“IF’’), both registered under the Investment Company 
Act of 1940 (“Act’’) as diversified, open-end, management 
investment companies, have filed an application pursuant 
to Section 17(b) of the Act for an order exempting from 
the provisions of Section 17(a) of the Act the proposed 
sale by IF of substantially all of its assets to |GF in exchange 
for shares of common stock of IGF and pursuant to Sec- 
tion 6(c) of the Act for an order of exemption from the 
provisions of Rule 22c-1 under the Act permitting IF and 
IGF to determine net asset values for purposes of the ex- 
change as of the business day preceding the closing date of 
the proposed transaction. 


On June 17, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8389) of the filing of the application. 
The notice gave interested persons an opportunity to request 
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a hearing and stated that an order disposing of the applica- 
tion might be issued on the basis of the information stated 
therein unless a hearing should be ordered. No request for 

a hearing has been filed and the Commission has not order- 
ed a hearing. 





The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, that the proposed transaction is consistent with 
the policies of |GF and IF and with the general purposes of 
the Act, and that the requested exemption from Rule 22c-1 
- under the Act is necessary or appropriate in the public in- 
terest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction as set forth in the application 
be, and it hereby is, exempted from the provisions of Sec- 
tion 17(a) of the Act, effective forthwith; and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from the provi- 
sions of Rule 22c-1 under the Act, to the extent requested, 
be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
| Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8430/July 17, 1974 


In the Matter of 


SOURCE CAPITAL, INC. 
1888 Century Park East 

Los Angeles, California 90067 
(812-3649) 


| ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
| PROVISIONS OF SECTION 17(a) OF THE ACT 


nge Source Capital, Inc. (“Applicant’’), registered under the 
_ Investment Company Act of 1940 (“Act”) as a closed-end, 
diversified, management investment company, has filed an 
application pursuant to Section 17(b) of the Act for an 
order exempting from the provisions of Section 17(a) of the 
¢ | Act the proposed purchase by Arnav Industries, Inc. (“Ar- 
nav”) of 180,000 shares of its Common Stock upon the 
tender of such shares by the Applicant. 





On June 18, 1974, a notice was issued (Investment Company 
Act Release No. 8390) of the filing of the application. The 
notice gave interested persons an opportunity to request a 






























hearing and stated that an order disposing of the applica- 
tion might be issued on the basis of the information stated 
therein unless a hearing should be ordered. No request for 

a hearing has been filed and the Commission has not order- 
ed a hearing. 


The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is consistent 
with the policies of the Applicant and with the general pur- 
poses of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed transaction as set forth in the application be, 
and it hereby is, exempted from the provisions of Section 
17(a) of the Act, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8431/July 18, 1974 


In the Matter of 


THE DEAN WITTER TAX-EXEMPT TRUST, 
FIRST SERIES (AND SUBSEQUENT SERIES) 
c/o Dean Witter & Co. Incorporated 

45 Montgomery Street 

San Francisco, California 94106 


and 


14 Wall Street 
New York, New York 10005 
(812-3630)* 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 14(a) OF THE 
ACT AND RULES 19b-1 AND 22c-1 THEREUNDER AND 
PURSUANT TO SECTION 45(a) OF THE ACT GRANT- 
ING CONFIDENTIAL TREATMENT 


The Dean Witter Tax-Exempt Trust, First Series (and Subse- 
quent Series) (“Applicant”), a unit investment trust registered 
under the Investment Company Act of 1940 (““Act’’), has 
filed an application pursuant to Section 6(c) of the Act for 
an order of exemption from the initial net worth require- 
ments of Section 14(a) of the Act; from the dividend dis- 
tribution limitations in Rule 19b-1; and from the pricing 
requirements in Rule 22c-1 under the Act with respect to 
secondary market operations of Applicant’s sponsor; and 
pursuant to Section 45(a) of the Act granting confidential 
treatment to profit and loss statements of the sponsor, Dean 
Witter & Co. Incorporated, which statements Applicant has 
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filed or may from time to time file in connection with regis- 
tration statements of various series of Applicant under the 
Securities Act of 1933. 


On June 24, 1974, a notice (Investment Company Act Re- 
lease No. 8396) was issued of the filing of said application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the exemptions requested is appropriate in the 
public interest and consistent with the protection of invest- 
ors and the purposes fairly intended by the policy and pro- 
visions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from Section 14(a) of the Act 
and from Rule 19b-1 and Rule 22c-1 under the Act be, and 
hereby is, granted, effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 45(a) of 
the Act, that confidential treatment be granted to the profit 
and loss statements of Dean Witter & Co. Incorporated, sub- 
mitted by Applicant in connection with filings under the 
Securities Act of 1933. 


For the Commission, by the Division of Investement Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


* The number in the Notice (812-3620) is incorrect. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8432/July 18, 1974 


In the Matter of 


HARTFORD EQUITY SALES COMPANY, INC. 
Hartford Plaza 

Hartford, Connecticut 06115 

(812-3504) 


NOTICE OF AND ORDER FOR CONSOLIDATED HEAR- 
ING ON APPLICATION PURSUANT TO SECTION 9(c) 
FOR EXEMPTION FROM SECTION Q(a) OF THE ACT 


ORDER PURSUANT TO SECTION 9(c) GRANTING 
EXEMPTION FROM SECTION 9(a) OF THE ACT PEND- 
ING FINAL DETERMINATION OF THE FOREGOING 
APPLICATION 


NOTICE IS HEREBY GIVEN that Hartford Equity Sales 
Company, Inc. (“Applicant”) has filed an application pur- 
suant to Section 9(c) of the investment Company Act of 
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1940 (“Act”) for an order of exemption from the provisions 
of Section 9(a) of the Act to permit it to serve as principal 
underwriter for variable annuity contracts issued with respect 
to the Hartford Variable Life Insurance Company Separate 
Account (“Separate Account”), a registered investment com- 
pany, and for an order of temporary exemption to permit 
it to so serve until final disposition of the present applica- 
tion. This is the second such application to be filed by Ap- 
plicant. Applicant states that should the Commission de- 
termine that a hearing be held on this Application, then 
Applicant agrees that such hearing be consolidated with the 
hearing on a June 20, 1972 application pursuant to Section 
9(a) of the Act by International Telephone & Telegraph Cor- 
poration (“ITT”) and two of its subsidiaries, Hartford Vari- 
able Annuity Life Insurance Company (“HVA”) and Hamil- 
ton Management Corp. (“HMC”) (Administrative Proceed- 
ing File No. 3-3842). All interested persons are referred to 
the application on file with the Commission for a statement 
of the representations therein that are summarized below. 


Applicant, a Connecticut corporation organized on July 3, 
1973, is a wholly-owned subsidiary of Hartford Fire Insur- 
ance Company. ITT owns 99.9% of the outstanding voting 
stock of Hartford Fire Insurance Company. Applicant filed 
an application on August 27, 1973 to register as a broker- 
dealer with the Commission and has been proposed to re- 
place HVA as principal underwriter for the Separate Account. 
HVA also serves as investment adviser for the Separate 
Account and is engaged in the business of issuing fixed an- 
nuity contracts. Applicant asserts its replacement of HVA 
as principal underwriter for the Separate Account is neces- 
sitated by the effect of HVA’s net capital position of obli- 
gations and expenses incurred primarily in connection with 
HVA’s fixed annuity business. These obligations and ex- 
penses are attributable to the fixed annuity reserve obliga- 
tion, the minimurr death benefit and full refund reserve 
obligations, ane? the expense drain during the initial contract 
years. 


On Jur: 20, 1972, the United States District Court for the 
South-rn District of New York entered a Final Judgment of 
Permi nent Injunction in SEC v. /7T, et al. (72 Civil Action 
No. 2561). The judgment, among other things, enjoins ITT 
and cz:rtain of its officers from violation of Sections 5 and 
17a of the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10(b)(5) pro- 
mulgated thereunder. On the same day, the Commission 
noticed the filing of the application pursuant to Section 9(c) 
of the Act by ITT, HVA and HMC supra, and issued an order 
temporarily exempting HVA and HMC from provisions of 
Section 9(a) of the Act (Investment Company Act Release 
No. 5435). The Commission ordered a hearing on the appli- 
cation for permanent exemption on January 10, 1973 (In- 
vestment Company Act Release No. 7615). The hearing has 
not been concluded. 


Section 9(a) of the Act, insofar as is pertinent here, makes 
it unlawful for any person, or any company with which such 
person is affiliated, to act in the capacity of employee, offi- 
cer, director, member of an advisory board, investment ad- 
viser, principal underwriter or depositor of any registered in- 
vestment company if such person is by reason of any mis- 
conduct enjoined by any court of competent jurisdiction 
from engaging in or continuing any conduct or practice in 
connection with the purchase or sale of any security. 
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Section 9(c) provides that upon application the Commission 
shall grant an exemption from the provisions of Section 
9(a), either unconditionally or on an appropriate temporary 
or other conditional basis, if it is established that the prohi- 
bitions of Section 9(a) as applied to the applicant are unduly 
or disproportionately severe or that the conduct of such per- 
son has been such as not to make it against the public inter- 
est or protection of investors to grant such application. 


Applicant asserts that the granting of an exemption from the 
provisions of Section 9(a) to permit it to serve as principal 
underwriter of the variable annuity contracts issued with 
respect to the Separate Account is appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act for the following reasons: 


1. Neither Applicant nor any of its officers, directors or em- 
ployees was named as a party in SEC v. /7T, et al. supra. 


2. To grant Applicant the relief requested—even if only on a 
temporary basis—will permit Applicant to quality as principal 
underwriter for the variable annuity contracts issued by 

HVA with respect to the Separate Account in lieu of HVA, 
thus permitting HVA to terminate this registration as broker- 
dealer and thereby eliminating any chance for HVA to vio- 
late the Commission’s net capital rule. 


3. To permit the bar of Section 9(a) to remain in effect as 
to Applicant—assertedly a party innocent of any wrong- 
doing—would be unduly harsh and disproportionately 
severe. 


The Applicant also requests that the Commission, in consid- 
eration of the application and upon its own motion, for the 


reasons discussed above, grant Applicant a temporary exemp- 


tion from the provisions of Section 9(a) of the Act pending 
final determination of the application that is the subject 
of this Notice. 


It appears to the Commission that it is appropriate in the 
public interest and in the interest of investors that a hearing 
be held with respect to the said application. 


IT IS ORDERED, pursuant to Section 40(a) of the Act, 

that a hearing on the aforesaid application under the appli- 
cable provisions of the Act and the rules of the Commission 
thereunder be held and that such hearing be consolidated 
with the hearing on the June 20, 1972 application of ITT, 
etal, Any person, other than Applicant, desiring to be 

heard or otherwise wishing to participate in the proceeding is 
directed to file with the Secretary of the Commission, on or 
before August 20, 1974, his application pursuant to Rule 
9(c) of the Commission’s Rules of Practice. A copy of such 
request shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 

the point of mailing) upon Applicant at the address noted 
above, and proof of service (by affidavit or in the case of an 
attorney at law by certificate) shall be filed contemporan- 
eously with the request. Persons filing an application to 
Participate or be heard will receive notice of any adjourn- 
ment of the hearing as well as other actions of the Commis- 
sion involving the subject matter of these proceedings. 





The Commission has considered the matter and the applica- 





tion for exemption pending final determination of the 
matter by the Commission and finds that the conduct of 
Applicant has been such as not to make it against the pub- 
lic interest or protection of investors to grant Applicant's 
application for-exemption from the provisiions of Section 
9(a) of the Act pending final determination by the Com- 
mission of the application that is the subject of this Notice. 


Accordingly, IT 1S ORDERED pursuant to Section 9(c) 

of the Act, that the application of Hartford Equity Sales Co., 
Inc., for exemption from the provisions of Section 9(a) of 
the Act pending final determination by the Commission of 
the application that is the subject of this Notice be and is 
hereby granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 6430/July 15, 1974 
PETER CAPLIN, et al. v. RAY GARRETT, JR., et al. 


William D. Moran, Administrator of the New York Region- 
al Office announced that on June 17, 1974 Peter Caplin 
(“Caplin”) and Gotham Securities Corp. (““Gotham”’) filed 
a Complaint in the United States District Court (S.D.N.Y.) 
against the Commissioners of the Securities and Exchange 
Commission (“Commission”) alleging violations of Caplin’s 
constitutional rights, namely, due process of law and the 
involuntary waiver of his Fifth Amendment privilege. In 
connection with this Complaint, Caplin and Gotham sought 
an injunction precluding the Commission from using cer- 
tain of his transcripts taken during the course of a Commis- 
sion investigation and secondly, enjoining a contemporane- 
ous administrative proceeding in which he and Gotham 
were named respondents, i.e. /n the Matter of Park Securi- 
ties, Inc., et al. \n addition, Caplin on June 14, 1974 had 
sought a Temporary Restraining Order which, pending 

his Motion for a Preliminary Injunction, would restrain 

the administrative proceeding and any use whatsoever of 
the transcripts of testimony taken of Caplin during the 
Commission’s investigation. 


On June 18, 1974 the Honorable Richard Owen, United 
States District Judge for the Southern District of New York 
held an evidentiary hearing in order to determine whether 
or not the United States District Court had the power to 
enjoin an administrative proceeding brought by the Com- 
mission. The Court found that since the plaintiffs Caplin 
and Gotham suffered no irreparable harm the District 
Court could not entertain the action and directed that Cap- 
lin and Gotham exhaust their administrative remedies. In 
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doing so the Court cited Meyers v. Bethlehem Ship Building 
Corp., 303 U.S. 41 1938; M. G. Davis v. Cohen, 369 F.2d 
360 (C.A. 2, 1966); and Gellis v. Casey 338 F. Supp. 651 
(S.D.N.Y. 1973). The Court in concluding that it did not 
have jurisdiction stated, “The reason | am required to do 
this is that in a case of this kind, to enjoin an agency, there 
has to be a clear showing of irreparable injury.” 


On June 19, 1974 Caplin and Gotham filed a Notice of 
Appeal with the Second Circuit Court of Appeals from the 
Order entered by the District Court dismissing the action. 
In addition an application for a stay of the administrative 
proceeding pending the appeal was also filed by Caplin and 
Gotham claiming the threat of irreparable harm arising from 
the continuance of administrative proceeding as against 
them. The Court of Appeals on June 19, 1974 dismissed 
appellants Caplin and Gotham’s application for a stay citing 
once again their failure to make a clear showing of irrepar- 
able harm. 





Litigation Release No. 6431/July 15, 1974 


The Securities and Exchange Commission today announced 
the filing of a complaint against Teleprompter Corporation 
in the United States District Court for the Southern District 
of New York seeking a permanent injunction for violations 
of the anti-fraud provisions of the Securities Exchange Act 
of 1934 and alleging that Teleprompter issued press re- 
leases in 1973 and filed an annual report on Form 10-K 
for the year ended December 31, 1972 which were materi- 
ally false and misleading. Teleprompter, without admitting 
or denying the allegations in the complaint, has consented 
to the entry of a final judgment of permanent injunction 
which would, among other things, enjoin future violations 
of the anti-fraud provisions of the Securities Exchange Act 
of 1934, order Teleprompter Corporation to maintain (or 
if not already in force promptly establish) and implement 
procedures for the preparation.of operations and capital 
budget forecasts so as to be able to appraise Telepromp- 
ter’s directors of the financial and operational position 

of the corporation on a reasonably current basis, and order 
Teleprompter to furnish the Commission with letters re- 
ceived from its independent auditors for the years 1974 
and 1975 relating to the maintenance and implementation 
of such procedures. 


The Commission’s complaint alleged that press releases 
issued on July 12, 1973, which announced that second quar- 
ter earnings were expected to be lower than those of the 
first quarter, and on August 6, 1973, which announced 
earnings for the first six months of 1973, were false and 
misleading in that at such times Teleprompter knew or 
reasonably should have known and failed to disclose that a 
reduction in its construction program was likely and that 
substantial amounts of capitalized overhead costs would 
have to be charged against revenues, thus adversely affect- 
ing future earnings, and that Teleprompter was experiencing 
other financial problems. The Commission’s complaint also 
alleged that a press release issued on September 4, 1973, 
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which denied that there were any unannounced adverse 
developments concerning Teleprompter’s business, assets, 
or earnings and announced a temporary suspension of part 


of and review of all of its construction program, was ma- Di 
terially false and misleading in that it failed to disclose that to 
Teleprompter was experiencing cash flow problems, that Pr 
a request for a drawdown of funds under a $150 million all 
bank credit agreement obtained as of April 26, 1973 had Be 
been deferred at the request of the lead bank to such R. 
agreement, the impact or estimate of the effect of the cur- W 
tailment in construction would have on future income and fre 
earnings, the probability that investments in certain cable iti 
systems would be written down due to a curtailment of Be 
construction, and that increased expenses would be incur- su 
red from a new marketing program to obtain new sub- Pr 
scribers. In addition the Commission alleged that Telepromp- 

ter’s annual report on Form 10-K for the period ended TI 
December 31, 1972 was false and misleading in that it vic 


failed to state the amount of capitalized overhead costs vis 
included in valuation of plant, property and equipment pr 
which fact was material in that Teleprompter reasonably Cc 
should have known that a reduction in its construction ” 
program was likely and that a substantial amount of such 
capitalized overhead costs would have to be charged Tk 
against revenues, thus adversely affecting earnings. as 
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Litigation Release No. 6432/July 16, 1974 . 

U.S. v. HOWARD NICHOLAS JOHNSON Tt 

(C.A.5, No. 73-3519) th 

mi 

to 

John W. Stokes, Jr., United States Attorney for the North- re 

ern District of Georgia, and Jule B. Greene, Administrator om 

of the Atlanta Regional Office of the Securities and Ex- Be 

change Commission, announced that on June 28, 1974 EB. 
the United States Court of Appeals for the Fifth Circuit 

upheld the August 31, 1973 conviction of Howard Nicho- In 

las Johnson of Daytona Beach, Florida for violations of Ba 

the registration and anti-fraud provisions of the Securities In 

Act of 1933 and the Mail Fraud Statute in connection | Co 

with sales of securities of Television Productions Inter- | an 

national Corporation, a Florida corporation. of 

joi 

For additional information, see Litigation Release Nos. pe 

5713, 6048 and 6082. Pe 
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Litigation Release No. 6433/July 16, 1974 





SEC v. BACHINSKAS-NATION INVESTMENTS, INC., 
et al 
(N.D. Tex.) 






















announced that a Complaint has been filed in the Federal 
District Court at Dallas, Texas, on July 10, 1974, seeking 
to enjoin Bachinskas-Nation Investments, Inc., American 


Properties, Inc. and Dallas Buyer Property Investments, Inc., 


all Texas corporations having offices in Dallas, Edward H. 
Bachinskas and James R. Daffron, both of Dallas, William 
R. Latham of Denton, Texas, Billy Ray McNabb of Fort 
Worth, Texas, and Thomas H. Nation of Houston, Texas, 
from violations of various provisions of the federal secur- 
ities laws and seeking the appointment of a receiver for 
Bachinskas-Nation Investments, Inc., and its wholly owned 
subsidiaries, American Properties, Inc. and Dallas Buyer 
Property Investments, Inc. 


The Complaint alleged that the defendants have engaged in 
violations of the securities registration and anti-fraud pro- 
visions of the Securities Act of 1933 and the anti-fraud 
provisions of the Securities Exchange Act of 1934. The 
Complaint also alleged that Dallas Buyer Property Invest- 
ments, Inc. has operated as an unregistered broker-dealer. 


The Complaint stated that the violations occurred in con- 
nection with Bachinskas-Nation Investments, Inc.’s syn- 
dication of undeveloped real estate through the organiza- 
tion, marketing and management of limited partnerships 
and joint ventures. Interests in the limited partnerships 
and joint ventures were sold to investors by salesmen for 
Bachinskas-Nation Investments, Inc. and Dallas Buyer 
Property Investments, Inc., without such interests being 
registered with the Securities anc =»change Commission. 


The Complaint also alleged that the defendants violated 
the anti-fraud provisions of the federal securities laws by 
making misrepresentations of material facts and omitting 
to state material facts in the offer and sale of the interests 
regarding, among other things, the merits of the invest- 
ments being offered, the qualifications and experience of 
Bachinskas-Nation Investments, Inc. management and the 
existence of an escrow account for investors’ funds. 


In asking the Court for the appointment of a receiver for 
Bachinskas-Nation Investments, Inc., American Properties, 
Inc. and Dallas Buyer Property Investments, Inc., the 
Commission alleged that the corporations are insolvent 
and that a receiver is needed to preserve the existing assets 
of the corporations and manage limited partnership and 
joint venture properties until Bachinskas-Nation Invest- 
ments, Inc. investors can elect new managers for the pro- 
perties. 


Judge Robert M. Hill set July 26, 1974 as the date for the 
hearing on the Commission’s Motion for Preliminary In- 
junction and Appointment of Temporary Receiver. 









Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission today 


Litigation Release No. 6434/July 16, 1974 


SEC v. COOPERATIVE CHURCH FINANCE, INC., 
JOE H. WEST, et al 
(S.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
today announced that Federal District Judge Carl O. Bue 
on June 21, 1974 at Houston, Texas entered an order of 
permanent injunction against Cooperative Church Finance, 
Inc. and Joe H. West, both of Houston. Cooperative Church 
Finance, Inc. and West, who neither admitted nor denied 
the allegations contained in the Commission’s complaint, 
consented to the entry of the order of permanent injunc- 
tion. 


Cooperative Church Finance, Inc. and West were enjoined 
from future violations of the antifraud provisions of the 
federal securities laws relating to the offer and sale of 
bonds issued by Greenwood Village Baptist Church, also 
of Houston. 


For further information see Litigation Release Nos. 5486, 
5546, 6019 and 6039. 





Litigation Release No. 6435/July 16, 1974 


SEC v. ROBERT DALE JOHNSON, et al. 
(E. D. Va., Alex. Div., Civil Action No. 336-74-A) 


William R. Schief, Administrator of the Washington Re- 
gional Office of the Securities and Exchange Commission, 
announced that on June 21, 1974, the Honorable Albert 
V. Bryan, Jr., United States District Court Judge for the 
Eastern District of Virginia, Alexandria Division, entered 
Final Judgments of Permanent Injunction against Jack 

O. Friedman (Friedman) of Charleston, West Virginia, 
Frank E. Mower, II (Mower) of Virginia Beach, Virginia, 
and James L. Phillips (Phillips) of Arlington, Virginia. 

On the same date the defendants Robert Dale Johnson 
(Johnson) and John D. Schrott, Jr. (Schrott) appeared 

in open court and advised the court that they did not 
oppose the filing of a Final Judgment of Permanent Injunc- 
tion against them. Subsequently, on June 25, 1974, Final 
Judgments were entered against Johnson, Ridge Asso- 
ciates & Co. (Ridge), Schrott, Vortex Corporation (Vor- 
tex), Resource Evaluation and Development, Inc. (REDI), 
and Canal Corporation (Canal), all of McLean, Virginia. 
In addition, Final Judgments were entered against 
Thomas W. Gilliam, Jr. (Gilliam) and Erle Cocke, Jr. 
(Cocke), both of Washington, D. C. 





In the same matter, on July 1, 1974, Judge Bryan entered 
a Final Judgment of Permanent Injunction against Joseph 
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M. Holt, Jr. (Holt) of Lewisburg, West Virginia. 


The defendants Johnson and Ridge are enjoined from fur- 
ther violations of the registration and anti-fraud provisions 
of the Securities Act of 1933 and the Securities Exchange 
Act of 1934 in connection with the offer and sale of 
securities, namely investment contracts, promissory notes 
and instruments commonly known as securities in the form 
of limited partnership interests or any other securities. All 
other defendants are enjoined from violating the registra- 
tion requirements of the Securities Act of 1933 in con- 
nection with the offer and sale of the securities described 
above. 


The defendants consented to the entry of the orders with- 
out admitting or denying the allegations of the Commis- 
sion’s complaint. 


For further information see Litigation Release No. 6399. 





Litigation Release No. 6436/July 15, 1974 


U.S. v. THEODORE KOSS, et al 


William D. Moran, Administrator of the Commission’s 
New York Regional Office and Paul J. Curran, United 
States Attorney for the Southern District of New York 
announced that dispositions had been arrived at as to 14 
of 16 defendants named in a thirteen-count indictment 
which had been returned on September 25, 1973 by a Fed- 
eral Grand Jury, charging 15 persons and one corporation 
with conspiracy, securities and mail fraud. In addition, 

one person was charged with making false statements to 
and submitting false documents to the Commission. 


The indictment charged that from on or about November 
11, 1970, up to and including September 25, 1973, the 
defendants and others engaged in a conspiracy to manipu- 
late the price of Automated Information Systems, Inc. 
(“Automated”) (OTC). The indictment further alleged 
that the object of the scheme was to raise the price of 
Automated common stock from approximately $1 per 
share while selling Automated common stock into the 
market at the same time at the inflated price. 


(1) Defendant, Theodore Koss (‘“Koss’’), president of the 
registered broker-dealer firm of Koss Securities Corpora- 
tion (“Koss Securities”) was found guilty of 8 counts, 
including one count of submitting false documents to the 
Commission. On June 14, 1974, he was sentenced to one 
year in prison and 3 three years probation. 


(2) Koss Securities of Brooklyn, New York was found 
guilty of 7 counts. On June 14, 1974, a fine of $1500 
was imposed on Koss Securities. 
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(3) Defendant Erwin Layne of Brooklyn, New York, a 
self-employed promoter and finder, was found guilty of 

5 counts of the indictment. On June 14, 1974, he received 
a sentence of one year in prison and 3 years probation. 


(4) Defendant William McGee a driving instructor of 
Brooklyn, New York was also found guilty of 3 counts. 


On June 14, 1974, he was sentenced to 3 months imprison- 


ment and two years probation. 


(5) Defendant Stephen Zardus, of Fort Lauderdale, Flor- 
ida, a former principal of the registered broker-dealer firm 
of Interstate Equity Corporation; Robert Santis, of 
Wellsley, Massachusetts, the former president of Automa- 
ted, a publicly traded corporation; Herbert Shulman of 
Brooklyn, New York, a former securities trader at the 
registered broker-dealer firm of Dopler, Gray & Co.; 
Steven Adiman, New York, New York, a former registered 
representative at the registered broker-dealer firm Charis- 
ma Securities; Robert Kolbert of Hewlett, Long Island, 
New York, a former registered representative at the regis- 
tered broker-dealer firm of Ferkauf, Roggen & Co.; Stan- 
ley Schwartz, of Brooklyn, New York, former principal 
of Atlantic Securities, a registered broker-dealer; Martin 
Roth, of Miami, Florida, an attorney; Irwin Hyman, of 
Brooklyn, New York, a personnel representative; and Dan 


Anfang, of Brooklyn, New York, a former registered repre- 


sentative of the registered firm of Bruns, Nordeman & Co. 
all plead quilty to single counts of the indictment, and 
received the following sentences: 


2 years probation 
and $1000 fine 


Stephen Zardus 


Robert Santis 2 years probation 


and $3000 fine 
Herbert Shulman 2 years probation 
and $1500 fine 


Steven Adiman 3 years probation 


Robert Kolbert 3 years probation 


Stanley Schwartz 2 years probation 


and $1500 fine 
Martin Roth 3 years probation 
Irwin Hyman 3 months incarcer- 
ation and 2 years 
probation 
Dan Anfang 3 years probation 


(6) Steven Hagler of New York, New York, a former 
registered representative at the registered broker-dealer 
firm of Ferkauf, Roggen & Co. was acquitted of all 
charges against him. 





For further information concerning this case, see Litiga- 
tion Release No. 6105. 
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Litigation Release No. 6437/July 18, 1974 


SEC v. RIDGE OIL COMPANY, INC., et al. 
(S.D. E. Div., Ohio) 
Civil Action No. C274-281 


John |. Mayer, Administrator of the Chicago Regional Of- 
fice of the Securities and Exchange Commission, today 
announced that on July 11, 1974, the Honorable Carl A. 
Weinman, Senior Judge of the United States District 
Court for the Southern District of Ohio, Eastern Division, 
entered a preliminary injunction against Ridge Oil Com- 
pany, Inc., James G. Todd (President and principal share- 
holder), both of Cambridge, Ohio, and Jack T. Cheviron 
(Salesman) of North Canton, Ohio. 


The order to which the defendants consented without 
admitting or denying the allegations of the complaint 

(filed June 14, 1974) enjoined the defendants from fur- 
ther violations of the anti-fraud provisions of the Securi- 
ties Act of 1933, as amended, and the Securities Exchange 
Act of 1934 (and Rule 10b-5 thereunder) as amended in 
the offer and sale of fractional undivided working interests 
in oil and gas leases or wells and any other securities. 


For further details, see Litigation Release No. 6402. 





Litigation Release No. 6438/July 18, 1974 


SEC v. CLIFFORD ALTON KNIFFIN 


James L. Treece, United States Attorney for the District 
of Colorado and Robert H. Davenport, Administrator of 
the Denver Regional Office announced that on July 10, 
1974, a Federal Grand Jury at Denver returned a four 
count indictment against Clifford Alton Kniffin charging 
him with criminal contempt (18 U.S.C. 401). The in- 
dictment alleges that Kniffin, doing business as Colonial 
Gas Company, willfully disobeyed a February 14, 1969 
order of the United States District Court entered in SEC 


v. Kniffin et al. (C-1292 D. COLO) in that he offered, sold, 


and delivered after sale fractional undivided interests in 
oil and gas rights, knowing at the time that no registration 
statement had been filed with the Securities and Exchange 
Commission as to those securities. It is alleged that the 
sales took place between May, 1969 and November, 1972, 
in the states of Maryland, West Virginia, and Colorado. 
















Litigation Release No. 6439/July 18, 1974 


The Securities and Exchange Commission announced that 
Judge Robert J. Ward of the United States District Court 
for the Southern District of New York sentenced Bernard 
Deutsch and Stanley Duboff to three (3) years and Milton 
Cohen to six (6) months imprisonment on each of four 
counts, said sentences to run concurrently. Mr. Deutsch, 
40 years of age, who resides at 163 Whitman Ave., Brook- 
lyn, New York, and Stanley Duboff, 44 years of age, who 
resides at 123 Lakeshore Drive, Rockaway, New Jersey,, 
and Milton Cohen who resides at 1681 Beechwood, St. 
Paul, Minnesota, were found guilty on June 7, 1974 of 

all four counts of the Information filed by the United 
States Attorney for the Southern District of New York. 
These include conspiracy, securities fraud and the mailing 
of a false and misleading offering circular in connection 
with trading in the common stock of Richard Packing Co. 


The Information charged that Deutsch and Duboff, 
formerly registered representatives at the now defunct 
brokerage firm of Jaffee and Co., and Milton Cohen, the 
President of Richard Packing, conspired together from 
1968-1970 to manipulate the price of Richard Packing 
common stock in violation of the conspiracy law and 
Section 17(a) of the Securities Act of 1933. During this 
period it was alleged that Deutsch and Duboff secretly 
directed transactions in the common stock of Richard 
Packing at Kelly, Andrews & Bradley pursuant to an 
arrangement whereby they would obtain from Kelly, 
Andrews secret kickbacks amounting to 30% of Kelly, 
Andrews’ profit in Richard Packing. These kickbacks were 
paid in cash and by checks to Reiss Bank, Zurich, Switzer- 
land. Deutsch and Duboff induced three Denver mutual 
funds, Financial Venture Fund, Financial Industrial Fund 
and Financial Dynamics Fund to purchase 129,000 

shares of Richard Packing common stock. 


The Information further charges that Deutsch, Duboff 
and Cohen caused a false and misleading offering circular 
to be mailed in connection with a public offering of 
10,000 shares of Richard Packing common stock pursuant 
to a Regulation A exemption in violation of Sections 24 
and 10 of the Securities Act of 1933 and Section 230.256 
of Title 17 of the Federal Regulations. As a result of their 
manipulative activities, Deutsch, Duboff and Cohen raised 
the price of Richard Packing common stock, from $25 

to $53 and the Denver Funds ultimately lost $5.1 million 
on their investment. 


In addition to the charge relating to the trading in Richard 
Packing common stock, Deutsch and Duboff are cur- 
rently under indictment in four other cases involving vio- 
lations of the conspiracy, mail fraud and Federal secur- 

ity laws in connection with the trading of securities of 
Acrite Industries, Inc., Frigitemp Corp. and Integrated 
Medical Services, Ltd., all of which resulted from a joint 
investigation conducted by the Securities and Exchange 
Commission and the United States Attorney’s Office. 
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Litigation Release No. 6440/July 18, 1974 


SEC v. CELANESE CORPORATION 
(S.D.N.Y.) 
Civil Action No. 74-3053 


The Securities and Exchange Commission today announ- 
ced the filing of a complaint in the Southern District of 
New York, against Celanese Corporation (“‘Celanese’’) 
seeking to enjoin it from violations of the anti-fraud pro- 
visions of the Securities Exchange Act of 1934. Celanese, 
without admitting or denying the allegations of complaint, 
has consented to an injunction permanently enjoining 
Celanese, its officers and employees in connection with 
the disclosure of material non-public information, from 
violations of the anti-fraud provisions of the Securities 
Exchange Act of 1934. 


The Commission's complaint filed on July 18, 1974, al- 
leged that the defendant violated the anti-fraud provisions 
of the Securities Exchange Act and the rules promulgated 
thereunder when between June 14 and June 23, 1972 
through a department whose function is to communicate 
with securities analysts at broker-dealers, banks, insur- 
ance companies and other financial institutions, Celanese 
disseminated information of a material non-public nature 
to representatives of certain of these financial institutions. 
It is further alleged that the material non-public informa- 
tion disseminated concerned, among other things, an 
anticipated implementation of a cost reduction program 
at Celanese in June 1972 which would involve the termin- 
ation of employees and the shut down of certain opera- 
tions and that non-recurring costs associated with the 
terminations and shut downs would be charged against 
Celanese’s second quarter 1972 earnings. It is also alleged 
that representatives of certain of the financial institutions 
changed their recommendations concerning the securi- 
ties of Celanese and their customers sold the securities 

of Celanese and their customers sold the securities based 
on this information. 





Litigation Release No. 6441 


SEC v. CANADIAN JAVELIN, JOHN C. DOYLE 
AND WILLIAM M. WISMER 
(S.D.N.Y.) 


The Securities and Exchange Commission today announ- 
ced that on July 17, 1974 the Honorable Lloyd F. Mc- 
Mahon, United States District Judge, Southern District 
of New York, entered final judgments of permanent 
injunction against Canadian Javelin Limited (“Javelin’’) 
and John C. Doyle (“Doyle’’) enjoining them from vio- 
lations of the anti-fraud and reporting provisions of the 
federal securities laws and enjoining them from violations 


620/SEC DOCKET 


of the registration provisions of the Securities Act of 1933. 








In addition, the Court ordered a stipulation to be entered T 
against William M. Wismer, ordering him not to violate a 
the anti-fraud and reporting provisions of the federal se- d 
curities laws and from violating the registration provisions | 
of the Securities Act of 1933. 51 
In addition, the judgments entered by the court provide: T 


(a) that the board of directors of Javelin shall consist of at it 
least 40% outside independent directors who shall meet 


certain criteria satisfactory to the Commission; T 

fi 
(b) that Javelin shall establish a standing compliance com- a 
mittee, a majority of which shall consist of the independent SI 
outside directors. The standing committee shall pass on all h 
information disseminated to the public. Javelin shall fur- tr 
ther designate a public information officer who shall be fe 
responsible and the dissemination of all information for in 
Javelin. ol 

la 
(c) that Javelin shall name a special outside counsel satis- 7 
factory to the Commission. Special Counsel shall review . 


the dissemination of all information to the public by Jave- 
lin or any of its subsidiaries, its officers and directors, and C 
shall be authorized to take all reasonable steps to secure 
Javelin’s compliance with the U. S. securities laws and 

shall make such inquiries as he deems necessary to see to it T 


that this Judgment is being carried: out. Special Counsel or 
shall notify the Commission and Javelin’s Board of Directors th 
in any respect in which he beliéves'the Judgment is not re 


being carried out and advise the Board as to the steps neces- fi 
sary to cure such failure. Special Counsel cannot be removed fi 
except on notice in writing stating the reasons for the re- 

moval prior to the removal of the special counsel; Fi 





(d) that in the event that the Commission brings suit in the 
United States, or otherwise initiates any action to enforce 
compliance with the Judgment, Special Counsel shall (a) 
make a demand on the company’s Board of Directors to take, 
in Canada, whatever steps they deem appropriate under 









Canadian law to enforce compliance with such Judgment, Li 
(b) bring the matter to the attention of the authorities in 
Canada having jurisdiction for such action as may be appro 
priate and warranted under the circumstances; 
(e) that no officer or employee of Javelin shall disseminate 
information to the public except upon the expressed re- Ja 
quest and prior approval of the Compliance Committee and Of 
special counsel; pk 
Ge 
(f) that Javelin shall designate and at all times maintain | Di 
an agent in the United States authorized to accept service | ju 
of civil or administrative process relating to the activities | Fu 
of Javelin, its subsidiaries and affiliates, served by oron |_in 
behalf of the Commission including subpoenas and com- fre 
plaints; | of 
im 
(g) that Javelin file within 60 days, or at such a later time ho 
as the Commission may permit all necessary reports and ab 
all amendments and supplements to which reports on file of 
as may be required. a 
re 


it 


nt 








ime | 


d 
file 















The Judgment entry against Doyle and the order entered 
against Wismer, provide that they shall not engage in the 
dissemination of information to the public without the 
specific prior approval and at the direction of Javelin’s 
standing compliance committee and the special counsel. 


The defendants consented to the entry of these final Judg- 
ments and Order without admitting or denying the allega- 
tions contained in the Commission’s complaint. 


These Judgments and order resulted from a complaint 
filed by the Commission on November 29, 1973 initiating 
action against the above named defendants. The Commis- 
sion in its complaint generally alleged that the defendants 
have engaged in certain conduct in violation of the regis- 
tration provisions of the Securities Act and have made 
false and misleading statements and have filed false and 
inaccurate documents with the Commission in violation 
of the Exchange Act. The gist of the complaint, as it re- 
lated to the anti-fraud counts, alleged that the defendants 
made numerous false and misleading statements in a series 
of press releases and statements concerning Javelin’s cop- 
per project located in the Republic of Panama and its 
prior linerboard project located in Newfoundland, 

Canada. 


Trading in the securities of Canadian Javelin were suspended 
on November 29, 1973 and is currently still suspended by 
the Commission. Javelin has yet to file all the information 
required to be filed by Form 10-K which was due to be 

filed on November 24, 1973. It has not filed any certified 
financial statements which were due that same day. 


For further information see Litigation Release No. 6160. 





Litigation Release No. 6442/July 19, 1974 


SEC v. FINANCIAL FUND, INC. 
(W.D. Wa.) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office today announced that on the Commission’s com- 
plaint filed on May 3, 1974 the Honorable Walter T. Mc- 
Govern, United States District Court Judge for the Western 
District of Washington entered a decree of permanent in- 
junction on July 12, 1974 against defendant Financial 
Fund, Inc., an open-end, diversified, management type 
investment company. The decree enjoins the defendant 
from having a board of directors more than 60 percent 

of whom are “interested persons”, deviating from its 
investment policy unless authorized by a vote of its share- 
holders, suspending the right of redemption of its redeem- 
able securities for more than seven days after the tender 
of such securities, failing to file certain reports with the 
Commission which are required to be filed by the Invest- 
ment Company Act, and making untrue or misleading 
reports required to be made under that Act with the Com- 





mission, while defendant is registered with the Commis- 
sion. 


Lloyd Shorett of 1610 Washington Building, Seattle, Wash- 
ington 98101 was appointed receiver by Judge McGovern 
on May 24, 1974 to take control of defendant, manage 
and preserve its assets, render an accounting of the assets, 
and recommend any action. 


For further information see Litigation Release No. 6359 
and 6383. 
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Release No. 158/July 19, 1974 


See Securities Act Release No. 5514/July 19, 1974. 
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